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Cost of Living 


The Hongkong Government Depart- 
ment of Statistics has just completed a 
‘Report on Post-war Movements in the 
Cost of Living in Hongkong’ which 
comes very timely in view. of the de- 
mands made by labour and all salaried 
classes for an increase in their earnings. 
The Report may have some bearing on 
the eventual settlement of the question 
of higher wages and salaries. There 
has been no cost of living index pub- 
lished and the wholesale commodity 
price was suspended as from May 1948. 
It is now hoped that a cost of living 
index and a wholesale commodity price 
index will be regularly published by 
Government. 

The Report reviews the economic 
position of the Colony in the eighteen 
months after the Reoccupation. One of 
the major problems which had then to 
be faced was the adjustment of wage 
and salary rates in the light of the 
major changes which had taken place 
in the cost of living since before the 
war. The Japanese occupation had 
curtailed rice production in South East 
Asia and the shortage of rice and its 
high price were chiefly responsible for 
the marked rise in the cost of living 
after the war. In Hongkong, in March 
1939, a catty of good quality rice cost 
7 cents. In March 1947 a catty of 
Government rationed rice of indifferent 
quality cost 44 cents while a catty of 
free market rice (Kam Fung Shuet) 
varied between 95 cents and $1.35. Un- 
skilled and semi-skilled labourers nor- 
mally spend a_ large part of their 
earnings on rice and this serious rise 
in price made it necessary for employ- 
ers soon after the reoccupation to 
concede wage rates six to eight times 
the pre-war level. These adjustments 
inevitably increased the cost of living 
of all other sections of the community, 
since they were reflected in the prices 
of all goods and _ services in which 
labour costs formed a substantial ele- 
ment. The situation was aggravated 
by the general shortages of the post- 
war period which were world wide. 
The result was that Hongkong was in 
Brave danger of being drawn, like 
many other countries into the post-war 
spiral of inflation. The situation was 
however kept in hand by various mea- 
sures such as rationing, price control, 
Government purchases of supplies and 
rent control and although the cost of 
living reached a peak in 1946 and was 
still high in March 1947 it fell there- 
after and for a period of two years 
was held in check. 

Calculation of a Retail Price Index 
figure on a 1939 base:—In March 1947, 
the cost. of living of Chinese and 
Portuguese clerical and skilled technical 
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workers in Hongkong was approximate- 
ly six times that of pre-war days. 
Subsequent calculations on the sanie 
basis taken each quarter from June 
1947 onwards showed that the cost of 
living of this class of the community 
fell considerably over the next two 
years but in consequence of recent in- 
creases in the price of rice and other 
foodstuffs it rose again to a peak in 
December, 1949, some fifty points above 
the level of March, 1947. 

Retail Price Index on March 1947 
base:—The calculation of index figures 
on a pre-war base showed _ excessive 
variations from quarter to quarter and 
it was decided in October 1948 on the 
advice of a Committee appointed to 
examine cost of living allowances to be 
paid to Government staff to abandon 
the Retail Price Index calculated on a 
1939 base and to substitute for it a 
Retail Price Index calculated on a base 
of 100 for March 1947, thus establishing 
a more up to date and realistic instru- 
ment for the measurement of move- 
ments in the cost of living. The results 
of the calculations on the new basis 
were as follows:— 


Index Figure 
March 1947 (base period) 


DUS OA Ti ia inyotapatese eiataistets' i ofeiers is iaie 92 
September 91947) as artes sa/= ata) rela 97 
December, 29ST siicjejerctantainiownssie ares 88 
MATCH 1948! ~ Rosie tere ae Salereetelois oleieie:s 94 
RATES LOSE Gielaroleteseleie)o ele eiavels eraic)= = elafate 89 
September 1948 96 
December 1948 . 92 
March 1949 93 
June “1949 2... 105 
September 1949 105 
December 1949 112 


These Retail Price Index figures ex- 
press the prices of commodities com- 
bined in a certain manner to reflect a 
particular standard of living at one 
date (in this case March, 1947,) in a 
figure of 100, while the prices of the 
same commodities combined in the same 
manner at a later date are expressed, 
for example, in an index of 200 if they 
have together in combination risen 
100% or in other words have doubled 
since the base date; or if the prices 
have fallen to half the previous level, 
in an index of 50 (ie. 50% of 100—the 
index for the base date). 

Thus the index figures quoted above 
show that while the cost of living was 
held in check until June, 1949, it sub- 
sequently rose until at the end of De- 
cember, 1949, it was 12% above the 
level of March, 1947. 

The index figure reflects movements 
in the cost of living of an “average” 
household of the particular class of the 
community concerned, that is to say, of 
a household spending the average 
amounts on each of the items of house- 
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hold expenditure which a number of 
households of that class of the Com- 
munity are found, in a budgetary en- 
quiry, to be spending over a_ given 
period. It was based on an enquiry 
into the expenditure of the Chinese 
and Portuguese clerical and skilled 
technical workers and while it ex- 
presses movements in the cost of living 
of what may be described as the middle 
class of the Community, it does not 
precisely reflect movements in the cost 
of living of the other two major classes 
into which the urban community of 
Hongkong may be divided in terms of 
general standards of living, ie. the 
labouring class on the one hand and 
Europeans and persons who _ have 
adopted a Western standard of living 
on the other. The figures do, however, 
give a general guide to major trends in 
the cost of living of the community as 
a whole. Since’ the war manual work- 
ers have received relatively very con- 
siderable increases in wage rates and 
their standard of living has in con- 
sequence improved, whereas the stand- 
ard of living of the clerical worker has 
remained static, if it has not deteriorat- 
ed. It follows that a survey based on 
the standard of living of the middle 
class is also representative of the situa- 
tion of a wide section of the manual 
labouring class earning high wages in 
permanent employment. At the same 
time, since the expenditure preferences 
of the middle class also extend into 
the field of European preferences (e.g. 
in their choice of clothing) the increase 
in middle class cost of living found in 
a survey of their expenditure affords 
some indication of the trend of move- 
ments (though not of the extent of 
such movements) in the cost of living 
of Europeans and those who have 
adopted western standards of life. 
Index Calculation & Weights:—The 
index figures were obtained as follows:- 
Firstly a survey of the expenditure of 
a number of households of the middle 
class was undertaken to determine the 


relative importance of various direc- 
tions of expenditure over a_ given 
period. Secondly a_ survey of price 


movements of selected goods and ser- 
vices in common use by the middle 
class was made. The first survey 
revealed the percentages of expenditure 
or “weights” as they are technically 
called, by means of which the relative 
importance of different directions of 
expenditure could be expressed. 

It is a comparatively simple matter 
to find out the percentage increase or 
decrease between two dates in the price 
of a particular commodity or even to 
find out the average percentage increase 
or decrease in the prices of a group 
of commodities. It is not sufficient 
however merely to obtain a number of 
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average percentage figures in respect 
of items in common use, add thém 
together and divide by the total num- 
ber of items in order to obtain the 
general percentage increase in prices. 
For some items are far more important 
than others and a small _ percentage 
increase in the price of rice which is 
purchased every day has a much 
greater effect on the household budget 
than a large percentage increase in 
the price of clothing which is purchased 
at less frequent intervals. It is there- 
fore necessary to attach to each item 
or group of items purchased an appro- 
priate “weight” which will reflect its 
relative importance, proportionate te 
that of other expenditure, in the house- 
hold budget. These “weights” are 
obtained by a systematic examination 
of the patterns of expenditure of a 
number of households during a giyen 
period. The figure representing the 
percentage increase in the price of 
each item or group of items is then 
multiplied by its appropriate “weight” 
and ‘the sum of the products of these 
multiplications is divided by the sum 
of the “weights.” The result represents 
the “weighted” average percentage in- 
crease in the cost of living. 


It is of course necessary that periodic 
checks of household expenditure should 
be made to see if the “weights” remain 
accurate. After the initial survey in 
March 1947 checks of household ex- 
penditure were conducted in June 1948 
and in July 1949. The check in June 
1948 showed results strikingly similar 
to those found in the original survey 
but that in July 1949 revealed a slight- 
ly increased percentage expenditure on 
food and a corresponding decrease in 
other expenditure. Retail prices at that 
time were moving sharply upward and 
the change revealed was one to be 
expected, since food is an item on 
which expenditure must continue des- 
pite rising prices and therefore the 
average household must economise in 
other directions when the price of food 
increases. 


The average patterns of expenditure 
obtained in Government surveys were 
used for weighting the average per- 
centage changes in the prices of goods 
and commodities and of services used 
by the middle class of the Community 
as revealed in their household budgets 
and these average percentages were 
calculated at the end of each quarter 
on the basis of the price levels in 
March, 1947. The household patterns 
of expenditure were not only used for 
“weighting” the average percentage 
figures calculated in respect of the 
major heads of expenditure—i.e. food; 
rent; clothing; fuel; lighting and clean- 
ing and other items (including educa- 
tion; tobacco and cigarettes; doctors and 
medicines; fares; household equipment; 
hairdressing; newspapers and _ station- 
ery; shoe repairs and rates); they were 
also used within certain of the above 
groups. For example, in the case of 
foodstuffs, 31 items were distinguished 
and weights calculated from the bud- 
getary surveys were applied to their 
percentage changes in price. 


Present Positioni—The position in 
December, 1949, as compared with that 
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SOME AMERICAN REALISTS 
(COMMENTS ON T'HE FAR EASTERN SITUATION) 
Il. TECHNICAL AND MATERIAL AID FOR ECONOMIC DEVELOPMENT 
By E. Stuart Kirby 


An articlé in the last issue of the 
Far Eastern Economic Review discuss- 
ed Prof. John K. Fairbank’s assessment 
of the wider perspectives of Chinese 
Communism. This was his contri- 
bution to a very useful and penetrating 
symposium, recently published by 
some Americans as an unofficial study 
for the clarification of their country’s 
Far Eastern policy under the title 
*Next Step in Asia.” The present 
article reviews the second essay in the 
same: booklet; it is by Harlan Cleve- 
land, who has had a wide experience 
in China under UNRRA and later as 
Director of the China Program of the 
Economic Cooperation Administration, 
and is entitled: “Problems of Economic 
Development in the Far East.” 

Mr. Cleveland notes that the events 
in China, though they may have been 
more rapid and more catastrophic. 
are only part of a general ferment all 
over Asia. Fundamentally, this is all 
due to the impact of Western techni- 
que and Western ways; not merely in 
matters of machinery, but in concepts 
of social organisation, and also in 
ideas—notions of human dignity or the 
rights of the individual, nationalism, 
and organisation. “The upstart Com- 
munists are using to their advantage” 
(he says) “this revolution (of liberal- 
ism) that we set in motion. To recap- 
ture the initiative in a crucial com- 


petition for the minds of men in Asia 
is the first task of American Far Eas- 
tern policy.” 

In Western Europe this recovery of 
ideological confidence and _ initiative 
appears to have been achieved, mainly 
through the Marshall Plan, a practical 
effort to remove the misery and con- 
flict on which Communism thrives. The 
objective in Asia would be the same, 
but unfortunately the Marshall Plan 
method is inapplicable. The European 
Recovery Program is a short term 
effort to restore and improve an al- 
ready complete, highly developed and 
comparatively well integrated econo- 
mic system. Its aims are to increase 
productivity in an economic structure 
“which since the war has been invest- 
ing about as much as it could (some 
20% of gross product) in capital deve- 
lopment”, to reduce artificial trade bar- 
riers, “and to bring some form of 
economic union which could stand on 
its feet so well that it could afford to 
compete with the dollar area in a 
multilateral system of world trade and 
payments.” 

World interdependence is stressed 
by the fact that Marshall Plan expen- 
diture has also stimulated Asia, by in- 
ereasing European trade with the Far 
East. In Asia, however, the very pre- 
requisites of such a development do 
not exist, and the plan must actually 


n,n ed 


in March, 1947, with the allocation of 
a figure of 100 in each case to the price 
levels in March, 1947, is as follows:— 


1. Food: 122 (ice. an increase of 22%) 
2. Rent: 103 (ie. an increase of 3%) 
3. Clothing: 73 (i.e.. a decrease of 27%) 
4. Fuel, light and Cleaning: 


(a) Fuel: 110 (ie. an increase of 


10%) , 

(b) Electric light: 62 (i.e., decrease 
of 38%) 

(c) Cleaning: 93 (i., a decrease of 

1% 
5. Other Items: 
(1) Education: 100 (i.e.,, no change) 

(2) Tobacco and Cigarettes: 133 (i.e., 
an increase of 33%) ] 

(3) Doctor§ and Medicines: 104 (i.e., 
an inerease of 4%) 

(4) Fares: 100 (i-e., no change) : 

(5) Household equipment: 108 (ie., 
an increase of 8%) ; 

(6) Hairdressing: 125 (i.e., an increase 
of 25%) . 

(7) Newspapers and Stationery: 130 
(i.e., an increase of 30%) 

(8) Shoe repairs: 79 (i.e., a decrease 
of 21%) 

(9) Rates: 100 (ie., no change) 


The retail price index figure of 112 
on a basis of a 100 for March, 1947, 
obtained from the above figures is not 
a straight average, but a “weighted” 
average calculated as described above. 

The retail price index figure of 112 
has been calculated on the basis of the 
average household expenditure pre- 
ferences of the class of the community 
represented by the Asian and Portugu- 
ese (i.e. Eurasian) clerical and skilled 
technical employees of Government 
and Commercial Firms. The results of 
an enquiry into their cost of living 
may be accepted as affording a fair 
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general guide (always with the reser- 
vation below) to the position in regard 
to the cost of living of Europeans, on 
the one hand, and of manual workers 
in permanent employment, on the 
other hand. 

In the case of Europeans and persons 
who have adopted an European style 
of living, however, the all-important 
distinction in their situation arises 
from their preference for and ability 
to purchase farinaceous foodstuffs other 
than rice. The percentage increase in 
the cost of maintaining their standard 
of living, as far as Food is concerned, 
therefore probably differs slightly from 
that of other classes of the community. 

For the rest of the population, it is 
the present inadequate supply of rice, 
and its high price, that have raised the 
Food Index to the figure of 122 on a 
basis of 100 for March, 1947. If more 
rice could be made ayailable at a lower 
charge for rationed supplies, the Food 
Index Figure would fall. It is the high 
price of rice that has necessitated the 
post-war increases in labour wage rates 
(from 500%—700% above pre-war 
levels) which are smothering local in- 
dustries with high overheads, and are 
directly and _ indirectly forcing the 
whole price structure of the urban 
community into the spiral of inflation. 
Certainly there are other contributory 
influences — such as profiteering in 
rents and consumer goods other than 
rice; but if the issue of rice prices 
could be solved, the back of the price 
problem would be broken. 
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be to create them; the necessary equip- 
ment and the organisational framework 
‘must be provided, before the vast per- 
sonnel and physical resources of the 
area can begin to be tapped. Fortu- 
nately, as Mr. Cleveland points out, in 
this matter the Westerners are not 
such “babes in the wood” as is some- 
times imagined: it was with their help 
that Japan industrialised herself in a 
generation, and several generations of 
their traders, administrators, teachers, 
managers, and missionaries have “grap- 
pled with the problem of using western 
ideas and western technology to help 
people live better in China, India, 
Burma and elsewhere”. Since the war, 
practical programs of American as- 
sistance have covered practically every 
country in the Eastern hemisphere, 
and at this moment are assessed at 
over 1,000 million dollars geld a year 
—a vast scale of planning and ex- 
ecutive experience. 

Mr. Cleveland believes that the les- 
sons of this experience are: 1. that 
some reasonable stability of political 
arrangements is an absolute prerequi- 
site; only where this has prevailed in 
the East (e.g. in Japan and South 
Korea by military accident, elsewhere 
under the British flag) has there been 
postwar progress. 2. that economic 
advancement in each Far Eastern 
country, however implanted or nur- 
tured by external influences, must 
come largely “through a process of 
growth from within”; only a sound 
trunk and branches, well rooted in 
native soil, will be “capable of ab- 
sorbing needed graftings of modern 
technology”. 3. that the amount of 
foreign aid required is comparatively 
small (small in comparison to the 
‘possible results, small in comparison 
to the returns it would bring in terms 
‘of welfare, etc). No such vast sums 
would be required as figure in the 
Marshall Plan. At least, they would 
not be required from America. Econo- 
mic growth is likely to be slow and 
difficult, however, especially in _ its 
early stages, and must require a sub- 
stantial amount of local funds and a 
disproportionate amount of local ef- 
fort. : 
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The above is the barest outline of 
Mr. Cleveland’s first main thesis, but 
the last point is perhaps a convenient 
one on which to pause for comment. 
It is notable (net just from this text, 
but on general grounds also) that the 
United States economic recovery policy 
now emerging for Asia_ stresses the 
qualitative rather than the quantitative 
importance of the problem. This in 
no way diminishes either the sense of 
responsibility or the practical thorough- 
ness with which this program is be- 
ing undertaken. President Truman, in 
introducing the “Point Four” scheme 
to Congress wisely stressed that “we 
are embarking on a venture that ex- 
tends far into the future. We are at 
the beginning of a rising curve of ac- 
tivity, private, governmental and in- 
ternational, that will continue for many 
years to come.” 
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Due stress is also required, however, 
on the magnitude of the efforts and 
sacrifices which must be made by the 
Asian peoples themselves, if there is 
to be successful development. One of 
the basic -mistakes of the Oriental 
Communists, so far, has been their en- 
couragement of the popular idea that 
the way ahead is going to be an easy 
one. The Russians , have done them 
some disservice in insisting that their 
Own economic history has been a pain- 
less achievement of expansion, con- 
cealing the facts of twenty years of 
privation and expensive tuition from 
hired foreign experts. Other false be- 
liefs are that Russian technique is 
superior to American (or any other), 
and that colonial enterprises are run 
at a vast rate of exploitation. From 
these postulates, the expectation follows 
that Communist regimes taking over 
will be able quickly and enormously 
to improve the workers’ standards. In 
fact, imitation either of Russia or the 
West would be a hard task. 

In the present writer’s opinion, the 
free world has both negative and 
positive reasons for a restrained op- 
timism about the long term outcome. 
The negative reasons are the persis- 
tence of the age-old tendency of totali- 
tarian regimes to destroy themselves. 
They cling dogmatically to false as- 
sumptions and false . information. 
(This is now being dramatically ex- 
emplified by Russian conduct in in- 
sisting on the complete domination of 
satellite governments and of sym- 
pathetic movements in the outside 
world. Mao Tse-tung has now been so 
long in Moscow (over a_ negotiation 
that would have taken Western states- 
men a few days) as even to raise sus- 
picions that he has become a hostage, 
and certainly to justify the conclusion 
that there have been major difficulties; 
and now Chou En-lai has been called 
to join him. The Japanese Communist 
leaders (Nozaka, an especial friend of 
the Chinese group, and others) have 
been ordered from Moscow in effect 
to choose between Titoism and politi- 
cal suicide.) The positive reasons are 
the greater resilience of free enter- 
prise, the tremendous impetus it can 
ultimately apply to the development of 
Asia, and its ability both to maintain 
a sense of proportion and a logical 
order of priorities. Of these latter 
qualities, Mr. Cleveland’s paper is a 
good example. He defines the Point 
Four project as no more than “a low- 
cost selfstarter for economic develop- 
ment.” It can only be a “spark to set in 
motion the INTERNAL efforts” on 
which progress depends; there will be 
no advancement without much hard 
thinking and hard work for the perfec- 
tion of a new and flexible development 
system. 
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This is in striking contrast to leftist 
visions of a millenium just around the 
corner. Mr. Cleveland places in its 
proper foreground the problem of 
food. Before the war, the Far East as 
a whole produced more food than it 
consumed, whereas now, with increas- 
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ed population, though its levels of con- 
sumption are lower than before the 
war, it consumes more than it produces. 
A program of  industrialisation is 
meaningless except in conjunction with 
a scheme of agricultural improvement. 
Relief shipments of food from the rest 
of the world are a temporary ex- 
pedient. “Nor is the answer to be 
found in any sudden transplanting of 
mechanised agriculture into the coun- 
tries of Asia.” There are many 
measures which are less _ spectacular, 
but in reality more effective; and they 
are precisely those in which technical 
assistance at key points can give in- 
creasing returns—better land utilisa- 
tion, water control, use of fertilisers, 
pesticides, farm implements, and 
methods of food preservation, process- 
ing and storage. 


Foreign trade in general is in exactly 
the same case as food, in the Far East. 
Before the war, the area as a whole 
had a favourable trade balance, but 
now shows a serious deficit. This is 
due largely to the effects of the war, 
and partly to the rise of substitute 
materials in world markets; but also 
in part to the incapacity of some coun- 
tries to promote trade -within the re- 
gion and to keep reasonable control of 
their currencies. Progress in the 
latter directions would do much to 
set the whole area on the way to re- 
covery. Meanwhile American produc- 
tivity has greatly increased, and will 
go on increasing. Europe has recover- 
ed, in the matter of production at least. 
Thus the West faces a growing need 
for raw materials and markets. Mr. 
Cleveland sees in this a danger of the 
West taking again the same attitude 
towards Eastern problems that it held 
before the War: “looking toward the 
Far East again primarily for available 
raw materials and potential market 
outlets—thinking only of what the Far 
East can contribute to recovery and 
prosperity in the West.” 

That attitude is quite insufficient, in 
the second half of the twentieth cen- 
tury. The question in Asia is entirely 
one of development; and that develop- 
ment must be many-sided and well 
balanced. Unless the intention is 
diversification of local production—the 
encouragement of a wide range of in- 
dustries and products in all the coun- 
tries of the East—one of the basic 
reasons for instability and insecurity 
(and therefore of fear and of social 
upheaval) will still dominate the 
situation. 

The overwhelming advantage of a 
qualitative program of Technical Aid 
(as distinct from a quantitative scheme 
conceived in terms of the provision of 
such and such schedules of goods, or 
funds tabulated under various head- 
ings) is probably, in the long run, that 
it shows goodwill on this essential 
point. It offers to teach skills and 
train technical personnel, which the 
recipient countries will be able subse- 
quently to put to what uses they wish. 
Whereas a plan which prescribed a 
certain pattern of industries or model 
of organisation might seem to be forc- 
ing the hands of recipients, and reviv— 
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ing the dangers of excessive dependence 
on a few staples or excessive subjec- 
tion to fluctuations in world markets. 
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This must in the long run prove a 
more hopeful perspective for the Asian 
countries than an association with 
Russia, which can provide no com- 
parable scale of technical assistance, 
and is not content with anything less 
than complete adaptation of the sub- 
ject countries’ economies to that of the 
Soviet Union. We have now heard 
several of the Communist leaders in 
Eastern Europe, brought to trial, con- 
fessing to the heinous crime of having 
placed their own countries’ interests 
before those of the USSR. 

American policy would do well to 
state as clearly as Mr. Cleveland does 
in his pamphlet that self-help is 
absolutely necessary. The man who 
gets help from his neighbours is the one 
who helps himself, who is_ credit- 
worthy accordingly. It would do well 
also to state with equal clarity the 
practical perspectives of the intended 
program. Mr. Cleveland brings out 
that, in the matter of capital invest- 
ment, it is a mistake to envisage the 
vast and populous East as a bottomless 
pit into which the American public 
might be induced to your huge sums. 
A community’s “capacity to absorb 
aid” (i.e. to use capital productively) 
is accurately measurable not by areas 
of territory or millions of population, 
but by its gross national product—the 
amount that it produces annually. 
China’s national product, for instance, 
is about one-tenth of that of the United 
States, giving a per capita income of 
about $15 a year, against about $1,000 
in the USA—which means that there 
is no great possibility of accumulating 
capital in China. The internal financ- 
ing problem must be considered from 


another angle also—a great national 
program cannot be financed solely 
in terms of foreign currency. Special 
devices (like the ECA’s§ “cotton 


account” formula in China) are neces- 
sary in this connection. Foreign trade 
gives another incidental indication; the 
United Kingdom imports and exports 
considerably more than does the whole 
continent of Asia. 

The experience of UNRRA provides 
Mr. Cleveland ‘ with some _ vivid 
instances of the inability of China to 
“absorb aid” in the absence 
of preparatory technical 
training. Apart from other diffi- 
culties of which must has been heard, 
UNRRA engineers had to combat a 
“plue-gown” (i.e. white-collar) “com- 
plex” among Chinese engineers; there- 
after they had to spend much time 
and effort familiarising the workers 
with the machinery. These factors 
alone, quite apart from transport dif- 
ficulties and other well known adver- 
sities, might account largely for the 
failure of UNRRA. A normal deve- 
lopment scheme would have additional 
difficulties, e.g. in the field of market- 
ing. 

Mr. Cleveland applies these con- 
siderations generally to the whole of 
Eastern Asia, and his reasoned con- 
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Gold Prices and Future of U.S. Gold Policy 


(Condensed from an address by 
Mr Allan Sproul, President of the 
Federal Reserve Bank of New York, 
at the 75th annual Convention of 
the American Bankers Association, 
November 2, 1949.) 

The recent wave of currency de- 
valuations which swept around the 
world, following upon the devaluation 
of the British pound sterling, has fan- 
ned the always smouldering fires of the 
gold controversy. The Federal Reserve 
Banks in the U.S., charged with respon- 
sibility for monetary and credit poli- 
cies, have the question of gold under 
constant surveillance. Most of the 
time, in recent years, the Reserve Banks 
and the Treasury have been under at- 
tack from two sides because of the 
attitude toward gold. Those interested 
primarily or initially in the price of 


gold, and in what they call a 
free gold market, have fired from 
one side. Those interested primarily 


and eternally in gold coin convertibility 
—in a full and automatic gold standard 
domestically and internationally—have 
fired from the other. 

The first group, which includes the 
gold miners, makes its argument on 


several grounds, trying to combine 
economics and psychology with self- 
interest. 

The arguments most frequently 


presented were: 

1. In the face of rising production 
costs and fixed selling prices, the gold 
mining industry has been forced to 
curtail its operations, and to the extent 
that it has operated, its profits have been 
reduced. The higher gold prices which 
would presumably prevail in a free 
market would correct this situation. 
This is the “do something for the gold 
miners” argument at its baldest. When 
this argument is embroidered a little, 
it is claimed that since the prices of all 
goods and services have increased so 
substantially during the past ten or 
fifteen years, it is necessary to open the 
way for an increase in the price of gold 
so as to be sure there will be enough 
gold to carry on the country’s business; 
to bring the price of gold into adjust- 
ment with the prices of everything else. 


clusion would appear to be _ that 
technical training and practical educa- 
tion are essential preconditions; they 
should be started first, and material aid 
should follow (soon after, but step by 
step). Until the matter is put on this 
basis, the situation will remain as at 
present—when the available develop- 
ment institutions, such as the (U.N.) 
International Bank for Reconstruction 
and Development and the (United 
States Government) Export-Import 
Bank are actually in the position of 
havinE more money ready: to invest 
than theré are development projects 


which can be considered sound. 

(Two further articles in this series 
will discuss the third and fourth sections 
of “Next Step in Asia,” which are: 
“Japan and Korea as American Policy 
Problems,” by Edwin Reischauer, and 
“The Asiatic Context of Our Far Eastern 
Economic Policy’’ by William Holland.) 


2. A second group of arguments ex— 
presses concern over the unsettling 
effects of the “premium” prices which 
are paid for gold abroad, and claims. 
that a free gold market in the United 
States, with no gold export restrictions, 
would cause these premium markets. 
abroad to disappear, with beneficial 
effects upon world trade and interna- 
tional relations. 

3. Third, there is an argument in 
equity — that gold miners should be 
allowed to sell their product at the best 
price they can obtain, as do producers: 
of other products; and that American 
citizens, like the citizens of most other 
countries, should be free to hold or to: 
buy and sell gold. 

4. Finally, there were those who 
viewed and favoured a free gold mar-. 
ket as a first step in the direction of a 
full gold coin standard, and who held 
that even a free market would act as @ 
“fever chart” of the economy and lead 
to reform of extravagant Government 
fiscal policies, remove inflationary ten- 
dencies fostered by a managed cur- 
rency, and lead to sounder conditions,, 
generally. 

To take these arguments up in order,. 
it should - be pointed out right away 
that it is quite possible that a free 
market for gold in the United States: 
would not result in a rise in the price. 
of gold, if for no other reason than that. 
the Secretary of the Treasury is re- 
quired, by law, to maintain all forms: 
of United States money at parity with 
the dollar which contains 1/35th of an 
ounce of fine gold. This means that 
the Treasury should maintain the price: 
of gold at $35 a fine ounce in legal gold 
markets in the United States. To 
do this, if there were a legal free 
market for fine gold, the Treasury 
should sell gold to the extent necessary 
to maintain the market price at $35 
a fine ounce. We might, therefore, get 
what would be in effect gold conver- 
tibility by way of a free market, but 
not a rise in the price of gold. 

As for the economic embroidery of 
the request for aid to the gold mining 
industry, there is no lack of monetary 
means of carrying on the business of 
the country, nor is there likely to be. 
It is the economics of perpetual inflation 
to argue that a rise in the commodity 
price level should be followed by an 
arbitrary increase in the price of gold 
and hence in the reserve base, thus 
permitting and, perhaps, promoting ad- 
ditional deposit expansion and a fur- 
ther upward movement of prices. Even 
on the basis of statistics, which are not 
always reliable or comparable, it is in- 
teresting to note that the increase in 
the price of gold in the United States, 
in 1934, raised the price of gold by 69 
per cent, whereas wholesale prices in 
the United States are now only 60 per 
cent above the 1927-29 level. We have 
been plagued, if anything, with an over- 
supply of money in recent years, and 
the United States gold stock, at the 
present price, is large enough to support 
whatever further growth in the money 
supply may be needed for years ahead. 

The second group of arguments has: 
to do with the desirability of knocking’ 
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out of business the premium markets 
in gold which have existed and still 
exist in various foreign countries. 
These markets are parasites on the 
world’s monetary system and help to 
siphon into gold hoards the resources 
of people who need food and clothing 
and equipment — and who wouldn’t 
need so much help. from the U.S. if 
they didn’t use scarce foreign ex- 
change to buy gold for private hoards. 
But the soundness or the stability of 
the United States dollar is not brought 
into question by these premium mar- 
kets. At the official purchase price for 
gold — $35 a fine ounce — the United 
States has been offered and has acquir- 
ed more gold than the total world pro- 
duction (excepting the U.S.S.R.), since 
1934, the year of US$ devaluation. 
During those years — 1934 to 1948 in- 
clusive — estimated world gald produc- 
tion, valued at United States prices, 
was about $13.5 billion and United 
States gold stocks increased $16 billion. 
Most of the producers and holders of 
gold have been quite willing to sell gold 
for $35 a fine ounce despite the quota- 
tions of $45 and $55 and so on up in 
the premium markets. The fact is 
that these premium markets represent 
insignficant speculative adventures 
around the fringe of the world supply 
and demand for gold. They reflect 
mainly the urgent and often illegal de- 
mands of a small _ group of hoarders, 
together with some private demand for 
gold to be used in relatively backward 
areas, or areas where the forms of civi- 
lized government have broken down, 
and where the metal serves the needs 


of exchange — or hoarding — better 
than a paper note. 
The third argument — that the 


miners of gold should be free to sell 
their product at the best price they can 
get—is probably the giveaway. It is the 
argument that gold should be treated 
as a commodity when you think you 
can get a higher price for it, and as a 
monetary metal and an international 
medium of exchange when you want a 
floor placed under its price. You can’t 
have it both ways. If one wants the 
protection of an assured market at a 
fixed price, because gold is the mone- 
tary metal of the country, one should 
not ask permission to endanger the 
stability of the monetary standard by 
selling gold at fluctuating prices (the 
gold producers hope higher prices) in a 
fringe free market. Under present 
conditions, the only real price for gold 
is the price the United States Treasury 
is prepared to pay for it. So long as 
that is the case, there is no sense in a 
“make believe’ free gold market, in 
which possible temporary or short-run 
deviations from the fixed price of the 
Treasury might have disturbing conse- 
quences. 

Nor is the argument that citizens of 
the United States should have the same 
privileges as the citizens of other coun- 
tries, when it comes to holding or trad- 
ing in gold, at all convincing. It is true 
that in a number of foreign countries 
the holding of gold by private citizens 
is legal, and in some foreign countries 
strictly internal free trading in gold is 
permitted. In many cases, however, 
this merely represents the _ shifting 
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around of a certain amount of gold 
which is already being hoarded in the 
country, since in practically all of 
these countries the export and import 
of gold on private account is either 
prohibited: or subject to license. And, 
in many countries where gold is pro- 
duced, some percentage, if not all, of 
the newly mined gold must be sold to 
the monetary authorities, a require- 
ment which further limits the amounts 
available for trading and hoarding. 
These restricted and _ circumscribed 
privileges in other countries are no re- 
flection of a loss of inalienable rights 
by the U.S. people. They are attempts 
by these foreign countries to adjust 
their rules with respect to gold to their 
own self-interest and, so far as possi- 
ble, to the habits of their people, all 
under the sheltering umbrella of a 
world gold market and a world gold 
price maintained by the Treasury of 
the United States. The U.S. have 
deemed it wise to maintain such a fix- 
ed point of reference, in a disordered 
world. Gold in the U.S. is not avail- 
able for private use in this country, 
other than for legitimate industrial, 
professional, or artistic purposes. The 
place for gold is in the monetary re- 
serves of the country, as a backing for 
money supply (currency and demand 
deposits of banks), and as a means of 
adjusting international balances, not in 
the pockets or the hoards of the peo- 
ple. If the U.S. want to reverse that 
decision, the means of reversal are at 
hand, but it should be a clear cut re- 
versal, restoring convertibility. Pro- 
viding a dependent free gold market, in 
which gold miners and a little gold 
group of speculative traders or frigh- 
tened gold hoarders (such as those who 
now take advantage of a provision in 
the regulations to buy and sell “gold in 
the natural state”) could carry on their 
business is not the way to meet the 
problem. ; 

Two groups of arguments for the re- 
establishment of a gold coin standard 
may be distinguished in the writings 
and speeches of those who propose it, 
one group relating primarily to the 
domestic economy and one to the prob- 
able effects on international trade and 
finance. In the first group the argu- 
ments run about as follows: 

1. Replacement of our “dishonest”, 
inconvertible currency with an “honest” 
money having intrinsic value would 
promote confidence in the currency, and 
encourage savings, investment, long- 
time commitments, and production. 2. 
Irredeemable paper money leads to in- 
flation, whereas the upper limits imposed 
upon currency and credit expansion by a 
thoroughgoing gold standard serve as 
a restraining influence on irresponsible 
politicians and over-optimistic business- 
men. 3. Present Government taxing 
and spending policies are wrong, and 
dangerous. The gold standard would 
put a brake on public spending. 4. As 
a corollary of the preceding argument, 
since the gold standard would hinder 
further extension of Government con- 
trol and planning, it is a necessary im- 
plement of human liberty. 

The second group of arguments, re- 
lating to the international advantages 
of a gold coin standard, generally make 
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no distinction between the effects of a 
unilateral adoption of such a standard 
by the United States, and the multila- 
teral establishment of an unrestricted 
gold standard by many countries, and 
of exchange rates fixed by such a stan- 
dard. The arguments run somewhat as 
follows: 

1. The existence of premium mar- 
kets in gold abroad and the lack of 
gold convertibility at home creates — 
and is representative of — lack of con- 
fidence in the gold value of the dollar. 
In the absence of a thoroughgoing gold 
coin standard we cannot convince any- 
one that we may not devalue the dollar. 
2. Restoration of “normal” patterns of 
international trade is being retarded 
by the inconvertibility of currencies in 
terms of gold and, therefore, one with 
another. This inconvertibility has led 
to tariffs, quotas, exchange controls, and 
to general bilateralism. 3. Under a 
managed paper currency system there 
is always the temptation to solve na- 
tional problems by devices which lead 
to international disequilibrium. This, 
in turn, has led to domestic devices re- 
strictive of foreign trade. The inter- 
national gold standard, by eliminating 
the need for restrictive commercial 
policy, would increase the physical 
volume of international trade, resulting 
in an improved division of labour and 
higher standards of living for everyone. 

No moral problem is involved in this 
question of gold convertibility. Money 
is a convenience ‘devised by man to 
facilitiate his economic life. It is a 
standard of value and a medium of ex- 
change. Almost anything will serve ‘as 
money so long as it is generally accept- 
able. Many things have served as 
money over the centuries, gold perhaps 
longest of all because of its relative 
scarcity and its intrinsic beauty. In the 
U.S. there is still some attachment to 
gold domestically, and more interna- 
tionally, but to carry on internal busi- 
ness one uses a paper money (and bank 
deposit accounts) which has _ the 
supreme attribute of general accepta- 
bility. There is no widespread fear of 
the soundness of the U.S. dollar The 
constant cry of wolf by a few _has 
aroused no great public response. Sav- 
ings, investment, long-term commit- 
ments, and the production and exchange 
of goods have gone forward at record 
levels. 

Much of the nostalgia for gold con- 
vertibility is based on memories of a 
state of affairs which was a special his- 
torical case; a state of affairs which no 
longer exists. The great period of gold 
convertibility in the world was from 
1819 to 1914. It drew its support from 
the position which Great Britain occu- 
pied, during most of the 19th century 
and the early part of the 20th century, 
in the field of international production, 
trade, and finance. The gold coin stan- 
dard flourished because the organiza- 
tion of world trade under_ British 
leadership provided the conditions in 
which it could, with a few notable aber- 
rations, work reasonably well. E 

The ability of the British to sustain, 
to provide a focal point for this system 
has been declining for many years, 
however, and the decline was hastened 
by two world wars which sapped the 
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resources of the British people. The heir 
apparent of Great Britain, of course, 
was the United States, but up to now 
the U.S. have not been able to assume 
the throne and play the role. And un- 
til some way has been found to elimi- 
nate the lack of balance between the 
U.S. economy and that of the rest of 
the world, other than by gifts and 
grants in aid, the U.S. won’t be able to 
do so. This is a problem of unravelling 
and correcting the influences, in inter- 
national trade and finance, which have 
compelled worldwide suspension of gold 
convertibility, not vice versa. 

The principal argument for restoring 
the circulation of gold coin in the U.S. 
seems to be distrust of the money 
managers and of the fiscal policies of 
Government. The impelling desire is 
for something automatic and imper- 
sonal which will curb Government 
spending and throw the money 
managers out of the temple, as were 
the money changers before them. To 
overcome the inherent weakness of 
human beings confronted with the 
necessity of making hard decisions, the 
gold coin standard is offered as an im- 
personal and automatic solution. 
Through this mechanism the public is 
to regain control over Government 
spending and bank credit expansion. It 
is claimed that whenever the public 
sensed dangerous developments, the 
reaction of many individuals would be 
to demand gold in éxchange for their 
currency or their bank deposits. With 
the monetary reserve being depleted 
in this way, the Government would be 
restrained from _ deficit financing 
through drawing upon new bank credit; 
banks would become reluctant to ex- 
pand credit to their customers because 
of the drain on their reserves; and the 
Federal Reserve System would be given 
a signal to exert a restraining influence 
upon the money supply. In this way, 
Congress, the Treasury, and the Federal 
Reserve System would be forced by in- 
direction to accept policies which they 
would not otherwise adopt. 

In effect, under a gold coin standard, 
therefore, the initiative for over-all 
monetary control would, through the 
device of free public withdrawal of gold 
from the monetary reserve, be lodged 
in the instinctive or speculative reac- 
tions of the people. No doubt some 
people would take advantage of their 
ability to get gold. There would be 
many reasons for their doing so. Con- 
scientious resistance to large Govern- 
ment spending, or fear of inflation, 
might well be among these reasons. 
But speculative motives, a desire for 
hoards (however motivated), and such 
panic reactions as are generated by un- 
settled international conditions or tem- 
porary fright concerning the business 
outlook or one’s individual security — 


all of these, and more — would be 
among the reasons for gold with- 
drawals. The gold coin mechanism 


does not distinguish among motives. 
Whenever, for any reason, there was a 
demand for gold, the reserve base of 
the monetary system would be reduced. 
Moreover, if, only the United States 
dollar were convertible into gold while 
practically all other currencies were 
not, hoarding demands from all over 
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Hongkong Aviation Reports 


Repairs at Kai Tak 


Work on the resurfacing of the run- 
way at Kai Tak airfield has begun, and 
is scheduled:for completion in March, 
weather permitting. It will then be 
the length of and approaches to rather 
than the strength of the resurfaced 
runways which limit the type of planes 
using Kai Tak. The Constellation and 
Canadair are the largest now using 
the runway, although tests were made 
récently to see if it is practicable to 
land a DC-6, which may possibly be 
used in future. At present PAL is the 
only line running to Hongkong which 
uses the DC-6. These three planes will 
be the largest to use the re-surfaced 
runways; the improvement is that the 
runways will be able to bear an all-up 
load of 90,000 Ibs. whereas their maxi- 
mum prior to re-surfacing was 74,000 
lbs. Thus the Canadair, etc., will be 
able to operate at a higher figure. Work 
is also being done on emergency run- 
way lighting and improved traffic con- 
trol signals and lighting. A new taxi 
track is under construction, the suc- 
cessful tender being that of $330,904 
from the Wa Hing Construction Co., a 
local firm. This track should be com- 
pleted by the time the runway re- 
surfacing is finished in March. 


Survey of Deep Bay Area 

The proposal that a new airfield 
should be constructed at Deep Bay, to 
the west of the Castle Peak area, has 
now gone a step further with the ar- 
rival of some members of the survey 
party. The survey will be commenced 
shortly, and it is to be hoped that the 
results will be satisfactory, as when 
the present pause in the aviation activ- 
ities of Hongkong is over,—though none 
can be so bold as to say how long it 


the world would tend to converge upon 
this country’s monetary reserves. Cir- 
cumvention of the exchange controls of 
other countries would be stimulated, 
and dollar supplies which those coun- 
tries badly need for essential supplies 
or for development purposes would be 
diverted to the selfish interests of 
hoarders. 


Even if a particular reduction in the 
reserve base did occur for useful “dis- 
ciplinary” reasons, the impact of such 
gold withdrawals upon the credit me- 
chanism is likely to be crude and harsh. 
Since the present ratio between gold 
reserves and the money supply is about 
one-to-five, and since some such ratio 
will be in effect so long as the U.S. re- 
tains a fractional reserve banking sys- 
tem, a withdrawal of gold coins (once 
any free gold is exhausted) will tend 
to be multiplied many times in its con- 
tractive effect on bank credit and the 
money supply. In a business recession, 
the Reserve System might undertake to 
offset this effect as it does now in the 
case of gold exports but, if the gold 
withdrawals attained sufficient’ volume, 
the shrinking reserve position of the 
Federal Reserve Banks would eventual-~ 
ly prevent them from coming to the 
rescue. 


will last,—traffic is certain to be re- 
sumed on a large scale. Kai Tak, 
though it has done yeoman _ service 
under the capable administration of all 
concerned with it, is too restricted for 
the volume of traffic handled under 
settled conditions, and those who be- 
lieve in the future of the Colony as 
a centre for aviation in the Far East 
will be content when a new airfield 
has been completed. 
Airports in China , 

Chartered flights to and from China 
are at present increasing, because the 
routes now used between Hongkong 
and Chinese territory are not within 
the Sino-British Bilateral Agreement of 
July 1947, which list Kunming, Canton, 
Shanghai and Tientsin as international 
airports—the only ones in China to 
which scheduled services are to be 
operated: None of these four airports 
is now available. All services to other 
airports are covered by charter permits 
issued under the Air Transport (Licens- 
ing of Air Services) Regulations, 1949. 
Since these regulations came _ into 
operation in mid-November 1949, some 
582 permits have been issued, most of 
them for one return flight. Not all of 
these permits however, have been used 
to date; the great majority were issued 
to Civil Air Transport and Hongkong 
Airways. ; 
The Air Transport (Licensing of Air 

Services) Regulations, 1949 

The Air Transport (Licensing of Air 
Services) Regulations, 1949, provide for 
the establishment of the Air Transport 
Licensing Authority, a board of three 
or more members appointed by the 
Governor, whose function it is to grant 
(or refuse) licenses for scheduled 
journeys, subject to such conditions as 
it thinks fit. The Regulations describe 
the method of applying for, and the 
duration, revocation, and suspension of 
licenses, the monthly returns required 
from the licensees, and the general 
policy of the Licensing Authority, 
which is to “have regard to the co- 
ordination and development of air ser-~ 
vices generally with the object of 
ensuring the most effective service to 
the public while avoiding uneconomical 
overlapping.” Similar information is 
provided regarding the issue, revoca- 
tion and suspension of permits for 
non-scheduled flights, which are grant- 
ed by the Director of Civil Aviation 
subject to such conditions as he thinks 
fit. These Regulations do not apply to 
the three British state-owned air cor- 
porations (B.O.A.C., B.E.A.C., and 
B.S.A.C.) “in respect of such journeys, on 
such routes, as the Governor may from 
time to time specify,” nor to any foreign 
air transport operator (i.e., one whose 
principal place of business is in a coun- 
try other than the United Kingdom or 
a territory for whose foreign relations 


‘the U.K. Government is responsible) 


“In respect of journeys performed by 
such operator in accordance with the 
provisions of any agreement for the 
time being in force between His 
Majesty’s Government in the United 
Kingdom and the Government of that 
country.” 
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Schedule of Air-Services from Hongkong for January 1950 


Weekly Weekly 
Company Nationality Routes frequency Company Nationality Routes frequency 
British Overseas Qantas Empire 
Airways Corporesion British United Kingdom 2 Airways British Australia 
Singapore 2 (Monthly) 2 
Japan 1 Pan American World 
Canadian Pacific Airways U.S.A. U.S.A. 7 
Airlines Ltd. 4 Canada il Trans-Asiatic Airlines 
Cathay Pacific Airways Philippines 4 Inc. Philippine Philippines 1 
Singapore Philippine Air Lines 
Borneo 1 Inc. és, Philippines 4 
Saigon 1 Air France French Saigon 3 
Rangoon 1 Pacific Overseas 
: Airlines (Siam) Ltd. Siamese Siam 2 
Hong Kong Airways Siamese Airways Ltd. re Siam 1 
Ltd. Ae Taipeh 5 Civil Air Transport U.S.A. Taiwan 9 
Macau Airtransport Braathens S.A.F.E. Hainan 8 
Co., Ltd. on Macau 1 Airtransport A/S. Norwegian Norway (Monthly) 2 


3 In addition to the above, occasional flights are made by Transocean Airlines 
(Siam) Ltd., and other aircraft coming to Hongkong for maintenance. 


Inc., Trans-Asiatic Airlines 


At the end of January Scandinavian Air- 


lines System carried out a survey flight with a DC.6 aircraft and this was the first of that type to land at Kai Tak. 


Hongkong’s Air 


With December 1949, a record year 
in Hongkong’s air traffic came to a 
close. It showed that notwithstanding 
its many deficiencies Kaitak was cap- 
able not only of dealing with large 
numbers of aircraft but that it also 
offered facilities for the efficient and 
speedy handling of the passengers, 
freight and mail passing through the 
airport. In the course of the year the 
number of civil aircraft entering Kaitak 
reached the figure of 12,740 and de- 
partures totalled 12,689, or 69.7 handled 
per day. In 1948 aircraft arriving 
amounted to 7,144 and in 1947 to 2,782. 
Passengers entering and leaving Kaitak 
in 1949 totalled 318,678 compared with 
227,681 in 1948 and 81,785 in 1947; 
freight in and out amounted to 6,125.8 
metric tons as against 1,726.9 tons for 
1948 and 845 tons for 1947; total mails 
carried came to 340.9 tons as against 
328.5 tons for 1948. 


Kaitak was at its busiest in August 
with the flight of refugees from Shang- 
hai to Hongkong and on to South China 
and elsewhere: 3,188 aircraft entered 
and departed carrying 41,021 passen- 
gers, 904.6 tons of freight and 30.8 tons 
tons of mail, exceeding the monthly 
averages for the year of 2,119 aircraft, 
26.556 passengers, 508.2 tons of freight 
and 28.4 tons of mail. By the end of 
1949, however, practically all the im- 
portant cities in China had been taken 
by the Communists and December 
showed the lowest totals for the year, 
the number of civil aircraft entering 
and leaving the Colony having fallen 
to 743, with 9.523 passengers and 173.5 
tons of freight; 30.4 tons of mail were 
also carried, above the monthly aver- 
age for the year. This drop in air 
traffic was caused by the defection of 
some of the planes owned by the China 
National Aviation Corporation and the 
Central Air Transport Company, and the 
subsequent grounding of their airfleet, 
as well as by the closing of airports in 
China to international traffic; the effect 


Traffic in 1949 


was first noticeable in the November 
figures, which showed 1.011 aircraft 
arriving and leaving, with 10,389 pas- 
senger, and 23.1 ‘tons of mail, although 
the 698.6 tons of freight was above the 
monthly average. In the peak month, 
August, out of 1,593 arrivals of aircraft 
those owned by CNAC and CATC 
totalled 1,130; passengers arriving and 
departing by these planes _ totalled 
28,575 or 69% of the total of 40,981; 
freight transported in and out of the 
Colony amounted to 802.9 tons out of 
902.2 tons or 88%, and mails carried 
totalled 7.5 tons out of a total of 30.8 
tons or 22%. 

A comparison of the monthly aver- 
ages for 1949 with those for 1948 shows 
the increasing use made of Kaitak air- 
field as a centre of Far Eastern avia- 
tion:— 

Aircraft arrivals in 1949 were 78.3% 
above the figure for 1948. 

Passengers arriving were 38% 
leaving were 41.9% over 1948. 

Freight discharged was 425% 
loaded 172% over 1948. 

Mails unloaded were 77% and des- 
patched 6.79% above those for 1948. 


and 


and 


New B.O.A.C. Service to South America 


B.O.A.C. are to intreduce their new 
Argonaut aircraft on their route be- 
tween London and the East Coast of 
South America and across the Andes 
to Santiago (Chile) on 26th February. 
This new service will operate twice 
weekly via Lisbon and Dakar to Natal, 
Rio de Janeiro, Montevideo, Buenos 
Aires and Santiago, one service mak- 
ing an additional call at Sao Paulo 
(Brazil).. Rio will be reached from 
London in approximately 30 hours, Sao 
Paulo in 34 hours, Montevideo in a 
day and a half and Santiago in under 
2% days (including a _ nightstop in 
Buenos Aires). 


B.O.A.C. will thus re-establish the 
direct air link between Great Britain 
and Chile, the sector between Buenos 
Aires and Santiago having been sus- 
pended for the past year. The exist- 
ing York services on this reute, to be 
progressively withdrawn as the 
Argonaut services are built up, do not 
operate beyond Buenos Aires. It is at 
present expected that all York air- 
craft will be withdrawn from the route 
before the end of Mareh. 

Built in Montreal by Canadair Ltd., 
the Argonaut is powered by four Rolls 
Royce Merlin engines and _ includes 
much other British equipment. The air- 
craft is pressurised and _ air-con- 
ditioned and is divided into two spaci- 
ous cabins seating a total of 40 pas- 
sengers. 

Many of B.O.A.C.’s fleet of 22 Ar- 
gonauts are already in service on the 
Corporation’s routes from Great Bri- 
tain to the Far East. 

By the introduction of Argonaut 
aircraft between London and the East 
Coast of South America Britain will 
have a modern civil airliner operating 
on this route for the first time. 
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. Hongkong Aviation Returns 


For the twelve months of 1949 


AF? PASSENGERS MAIL FREIGHT 
Ne = (kilograms) _ (kilograms) 
arrivals departures in out in out. in out 
el ee lee ny GPrudls Cepentes ye 8 ee ee ee ee 
x 100,985.58 
Monthly Averages for 1948 ...7.. _ 595.33 _ 9,591.75 9,381.66 13,726%  13,649%4 42,920.08 ; 
Monthiy eyercecs for 1949: ..... 1,061.6 1,057.5 12,245.8 13,312.4 13,8324% 14,576 235,434.8 se 
=A RE RS RN 805 799 9,940 11,913 17,315 14,713 41,947 ! 
Poe Sq aE a: 745 741 «10,651 10,146 13,750 12,906 43,749 83,829 
Marchi ictessey cceeeumrmaiaie os 833 836 8,998 ® 11,022 16,490 15,258 46,144 123,988 
[sie Ld Meshek i Re i SO 979 967 13,996 14,031 14,031 14,797 68,592 153,036 
EN Pac atter 3 Hine aie gt Male ae al he 1,476 1,457 21,380 19,193 13,062 13,734 53,123 157.403 
ALINS ToSe esac Roe Oe 1,463 1,467 17,062 18,630 15,028 12,536 593,728 227,833 
JRE) th gaacmiggdivtan 6 OORe OSAE BORED 1,456 1,440 16,412 17,365 13,311 13,259 397,758 407,866 
INSETS CREAR Aah SR RO 1,597 1,591 21,796 19,225 12,704 18,110 292,991 611,667 
September 5: .ids..0 serjemte ne nace 1,348 1,348 14,898 15,584 12,843 16,455 107,010 386,052 
October o. viens ae Renesas scemeacke 1,168 1,159 13,346 13,177 13,828 13,233 724,133 642,052 
Novembetaic farce ca ctn < deste 505 506 5,220 5,169 10,665 12,478 413,627 285,012 
December een r ia ae eee 365 378 5,231 4,292 12,960 17,433 69,414 104,109 
Jan.—Dec. 1949. .......... eres 12,740 12,689 158,930 159,748 165,987 174,912 2,825,216 3,273,638 


Total aircraft for Jan.—Dec. in and out: 25,429; total passengers: 318,678; total mail: 340,899 kgs.; total freight: 
6,125.8 metric tons. f 


Air Traffic at Hongkong Airport of Regular User Airiines 


For the month of December 1949 


Departures Arrivals ; 
Airlin No. of No. of Mail Freight No. of No. of Mail Freight 
A/C Pass (Kgs.) (Kgs.) A/C Pass (Kgs.) (Kgs.) 
B.O.A.C. aa 20 349 10,073 15,058 21 279 9,646 12,500 
H.K. Airways 39 430 894 19,283 39 518 488 2,973 
PEA A. wets 44 776 180 6,688 45 636 72 12,022 
CPA, 49 618 1,569 11,558 48 732 463 8,777 
P.A.L. 18 641 2,310 3,324 18 245 551 7,979 
P.O:A.S 11 110 87 14,057 10 91 192 104 
T.A.A, 13 99 NIL NIL 12 40 NIL 130 
S.A.F.E. 3 83 NIL 484 3 28 159 4,668 
Air France 13 284 699 5,489 13 259 497 1,890 
Sees 4 62 NIL 1,153 4 59 13 NIL 
MATCO 8 22 NIL 13 8 19 NIL NIL 
CP.A.L. 5 92 355 409 4 28 134 1,124 
QANTAS 3 26 129 132 2 28 712 601 
Hongkong Aviation Report for December 
ARRIVALS DEPARTURES 
From: Passengers ' Mail Freight To: Passengers Mail Freight 
(Kgs) (Kgs) (Kgs) (Kgs) 
United Kingdom .-............ 97 6,256 5302 ~ United “Kingdom ... 7s. 107 8,474 3,165 
BUTOPE Nae ee esas ee See ee 29 279 3,029 bby 0) ot ae neare Re cant. 116 87 740 
IMG ORE ASE botenicise c onscc.eters 15 531 216 Middle Bast? san «5 <a cneiac ee Wf — 222 
Calouttay ci Neruacrs coteoiste eae care 65 555 819 Calowtia oops esuestscrciers elatctesmetene 105 — 825 
RUAN ZOOM ierna cccctsice chaser chee: 12 652 194 RANZOON. “acilcsins «scteleeer ele 62 30 4,040 
SINPADONC Ue ste ee oe 107 1,462 4,195 SINGapoOre mee... « octne Seen 133 1,564 8,736 
ISAM SOK coreys sutsrriaeieisrarseiste ee 465 260 3,922 Baneskoksisevin On. sahinevesretae. 485 301 19,521 
wrench’ Indochina <...). > ves a. 474 497 2157, Brench Indochima .ac.c.ese« 336 613 1,281 
IVER CAO ie crayassiar icin etreauee tunica seats 19 _—_ — MCA Omriaate. terete. sole OR ee 22 —_ 13 
PEMD DINGS secant tains cee 467 413 9,620 Philippimess Heese). .ceibionsa eee 978 992 5,535 
CETOL Va dees O Pe ROP RAR UNCER RRR OI 260 460 7,269 WADA: Cheech s «ewer aces 279 752 4,026 
Wis. Sipe Sees Sees come 47 203 10,151 WEST Am elatciaraters cote cleharee ieee 351 1,870 3,118 
PAUISUL ALA ereuasiecuvin < sisievere ier 6 28 72 601 Australia: (Mh. s tens cw wa amoaaee 26 260 132 
CRIN Ae rteeecinreasranie,teierr 3,116 1,186 20,654 GDINay “Prices scsciepie. <a vel Ne 1,101 2,061 52,043 
ROE Hemsngnoaseacodn eh 6 % — 161 Honoluly en ose ce eae 73 60 303 
Canada ia asciopes ac maw -sishe's)s, 0 ars 6 134 1,124 Canada. i iiasewet + «niiexthne eee: 111 369 409 
5,231 12,960 69,414 4,292 17,433 104,109 


Total of civil aircraft arriving 365. Total of civil aircraft leaving 378. 
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HONGKONG SHIPPING REVIEW OF 1949 


Despite the Nationalist blockade of 
Communist-held Chinese ports during 
the second half of 1949, it was a 
boom year for Hongkong shipping. 
Ocean and river shipping and cargo 
and passenger returns all were sub- 
stantially higher than the correspond- 
ing figures for the previous year, which 
in turn showed general improvement 
over 1947. Only the number of ocean 
passengers and the amount of river 
eargo entering the Colony declined in 
1949 as compared with 1948, and this 
drop was more than offset by the in- 
creased number of ocean passengers 
and tonnage of river cargo departing. 


Ocean and River Tonnage in December 
Ocean tonnage in December totalled 
1,335,552 tons, a drop of 12.74% from 
the November figure of 1,530,076 tons, 
but an 8.00% increase over the Decem- 
ber 1948 total of 1,236,191 tons. Ocean 
tonnage inward in December 1949 was 
769,316 tons, 1% below the previous 
month’s figure, but ocean tonnage out- 
ward, at 829,177 tons, was 10% above 
November, while the improvement over 
December 1948 was 19% and 40% re- 
spectively. Ocean passengers inward, 
at 9,640, were nearly 22% above No- 
vember 1949, although they were al- 
most 57% below December 1948. Ocean 
passengers outward, at 14,143, were 
82% above November, but almost 20% 
below December 1948. Doubtless. be- 
cause of the Chinese situation, Novem- 
ber and December 1949 were poor 
months for ocean passenger traffic. The 
average monthly inbound traffic during 
the year was 21,952 (23,583 in 1948), 
and outbound was 21,564 (19,547). 


December inward river tonnage, at 
208,260, exceeded November by 16% 
and December 1948 by more than 23%. 
Outward river tonnage, at 211,371, in- 
creased by 19% and by more than 22% 
respectively. Incoming river steamer 
passengers in December totalled 51,359, 
an increase of almost 32% over the 
previous month and hearly 12% over 
December 1948. Outgoing river pas- 
sengers, at 44,970, showed a 29% in- 
crease over November but an 8% drop 
from December 1948, a decline which 
was to be expected in view of current 
conditions in South China. 
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Ocean and Riyer Tonnage in 1948 and 
1949 


Ocean steamer arrivals tofalled 
9,890,874 tons in 1949, and departures 
totalled 9,944,353 tons, the monthly 
averages being 824,239 and 828,696 tons 
respectively. The corresponding totals 
for 1948 were 17,914,985 and 7,816,738 
ton,s the monthly averages being 659,- 
582 and 651,394 tons. Total ocean ton- 
nage, at 19,835,227 tons, represented an 
increase of 26% over the previous 
year’s total of 15,731,723 tons, 

River steamer arrivals totallec 1,960,- 
141 and departures 2,017,775 tons, with 
monthly averages of 163,345 and 168,- 
147 tons respectively in 1949; the cor- 


HONGKONG COMMERCIAL CARGO 
For the Twelve months of 1949. 


Ocean Vessels River Vessels 


1949 Discharged Loaded Discharged Loaded 
January F 255,158 107,932 12,445 8,507 
February .. 179,805 76,461 7,059 7,133 
March 241,212 104,913 7,785 14,754 
April .. 243,243 110,306 6,747 5,182 
May 340,280 133,832 10,874 7,052 
PUBCESS Mew an io Gees 225,855 138,107 9,934 10,911 
Diego acs its) Mets een lets 283,526 140,685 8,338 12,463 
August Ee Hwee sree ES 291,175 129,424 9,948 13,919 
September .. .. 284,060 158,697 9,171 18,082 
October 3 286,729 146,420 6,488 8,123 
November ces cts 260,935 148,977 3,228 6,675 
December Ste ent. 377,013 140,658 7,479 11,999 
1949: Twelve months 3,269,013 1,636,412 99;496 125,300 


Total ocean cargo for the twelve months of 1949: 4,905,425 tons; total 
river cargo: 224,796 tons; grand total: 5,130,221 tons. 


Monthly averages for 1947, 1948 and 1949 (Jan./Dec.): 


Ocean cargo in 
» ” out 
River cargo in 
out 


” ” 


Grand total 


1947 1948 1949 
187,522 193,416 272,417 
71,047 87,849 136,367 
7,493 9,042 8,291 
7,369 7,456 10,441 
273,451 297,763 427,576 


Hongkong Shipping Returns 
For the Twelve months of 1949. 


Ocean Steamers River Steamers 


Monthly Averages 1948 
# 3 1949 
January Se 
BPCIPUATY he 4. as es ane 
RALGH. IRB. Sete e's. he ate 
April SE ee: Ge 
May pi iete cer at 


‘June .. 


July .. 

PAMoSt er. eee eee 
September eee ta ee tae 

October 

November Ne ae es 
December Sas) ene: Mey te ae e 
1949: Twelve months 


Ocean Passengers River Passengers 


Tonnage Tonnage 
In Out Out In Out In Out 
659,582 651,394 122,834 123,338 23,583 19,547 37,529 29,769 
824,239 828,696 163,345 168,147 21,952 21,564 48,496 52,620 
722,280 715,484 141,769 137,319 21,672 15,202 41,523 54,792 
650,886 727,381 116,360 177,936 19,352 13,168 42,989 51,170 
750,855 780,820 125,758 124,713 25,632 15,342 48,647 59,529 
831,249 795,713 173,089 177,153 24,015 19,041 46,260 55,152 
928,084 852,178 138,907 134,111 33,638 21,046 53,373° 48,078 
835,194 835,62€ 163,664 165,217 24,274 18,007 46,630 52,986 
925,466 877,785 156,655 154,071 18,233 17,168 42,075 53,511 
922,750 890,203 159,917 165,625 32,198 22,043 47,507 59,156 
970,044 1,180,976 203,993 204,825 32,940 30,230 53,236 66,704 
806,410 712,270 193,470 187,532 13,909 11,599 49,480 50,616 
778,340 751,736 178,299 177,902 7,930 7,748 38,875 34,780 
769,316 829,177 208,260 211,371 9,640 14,143 51,359 44,970 
9,890,874 9,949,353 1,960,141 © 2,017,775 263,433 258,773 581,954 631,444 


Total ocean steamer tonnage for the twelve months of 1949: 19,835,227; total river tonnage; 3,977,916; grand total: 


23,813,143. 
Total ocean passengers: 


522,206; total river passengers: 1,218,398; grand total: 1,735,604. 
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‘responding figures for the previous year 
being 1,474,008 tons, 1,480,056 tons, 
122,834 and 123;338 tons respectively. 
Tota. river traffic in 1949, at 3,977,916 
tons, showed an increase of nearly 35% 
over the 1948 total: of 2,954,064 tons. 
The monthly average of shipping, both 
ocean and river, entering the Colony 
in. 1949 was roughly 75% of the pre- 
war average, aS compared with appro- 
ximately 60% in 1948 and 50% in 1947, 
indicating steady progress toward the 
restoration of normal conditions despite 
the Chinese civil war and its conse- 
quences. 

Ocean and river passengers, in and 
out, averaged 144,632 per month in 
1949, as against 120,428 monthly in 
1948 — an increase of 20%. 


Commercial Cargo on Ocean Steamers 

Ocean steamers discharged 377,034 
tons of cargo in Hongkong in December 
1949, and loaded 140,658 tons, repre- 
senting increases of 44% and almost 
713% over discharges in the previous 
month and in December 1948 respec- 
tively. Loadings decreased a little 
over 5% as compared with November, 
but rose 27% compared with December 
1948. 

Ocean-borne cargo imports totalled 
3,269,013 tons in 1949, an increase of 
nearly 41% over the total for the pre- 
vious year, while ocean-borne exports 
rose by 54%, to 1,636,412 tons. 

Considerably more ocean cargo was 
discharged than loaded, although the 
excess has been decreasing steadily, 
from 163.9% in 1947 to 119.6% in 1948 
and 99.7% in 1949. Total ocean cargo, 
in and out, amounted to 4,905,425 tons 
in 1949, up 15% from the previous 
year’s total. 
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Hongkong Shipping Report for December 1949 


Ocean Steamers 


Arrivals 


Ocean Steamers 


Departures 


Ocean Steamers 


Flag No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 
British 95 242,090 134,871 4,031 98 262,941 54,008 3,722 
American 29 147,350 27,658 1,239 29 148,226 4,892 1,313 
Burmese . 2 5,538 1,600 — 2 5,538 1,500 —_ 
Chinese 45 58,431 30,975 3,449 35 55,246 13,219 5,409 
Danish 12 46,147 21,137 26 i ba 45,791 3,793 250 
Dutch 8 45,727 9,747 200 13 71,962 8,426 922 
French 2 14,808 105 169 CON ita ey 1,210 244 
Greek — — — — 1 2,392 — — 
Hondurian 1 4,380 1,287 —_— 1 4,380 _ — 
Italian 2 8,745 9,766 — 2 8,745 800 _— 
Norwegian 38 90,278 52,756 376 40 93,515 18,675 2,249 
Panamanian 22 52,008 59,408 125 27 «60,896 24,227 ic 
Philippine vi 14,292 4,074 15 6 13,593 2,440 20 
Portuguese td 1,296 178 1 ui 1,672 2,460 — 
Swedish .. 11 27,984 15,411 9 9 25,429 1,345 fh 
WSS Baer 6 10,242 8,061 — 7 13,720 3,663 —_— 
Total Foreigni92 527,226 242,163 5,609 194 566,236 86,650 10,421 

Total 287 769,316 377,034 9,640 292 829,177 140,658 14,142 

River Steamers 
Arrivals Departures 
Fl River Steamers River Steamers 
ag No. Tonnage Cargo Passengers No. Tonnage Cargo Passengers 

British 169 117,293 3,050 36,142 171 119,024 3910. V3iiou 
Chinese 173 89,292 3,184 15,211 173 90,969 7,229 13,213 
Portuguese 5 1,675 1,245 6 4 1,378 860 — 
Total Foreign178 90,967 4,429 15,217 177 92,347 8,089 13,213 

Total 347 208,260 7,479 51,359 348 211,371 11,999 44,970 


Highest and lowest cargo figures for 1949 and 1948 (in tons): 


1949 1948 
Highest discharged: .....:...+0+++s+- 377,034 in Dec. 241,574 in March 
% WeEys (el os Godanons be ccm on 158,697 in Sept. 112,684 in Dec. 
Teowest) discharged: ti. 20.. eee ae 179,805 in Feb. 138,922 in Nov. 
a HOAMEGN atateus Wisisicis Lele cs 76,461 in Feb. 57,988 in Oct. 


Cargo on River Steamers 


In December river steamers between 
Hongkong and Pearl River ports as well 
as Macao discharged 7,579 tons of cargo 
in the Colony, nearly 135% above the 
abnormally, low November figures, but 
a drov of almost 36% as compared with 
December 1948, an exceptionally high 
month for. that year. The monthly 
average in 1949 was 8,291 tons, a de- 
cline of 8% from the previous year’s 
average. 

Outward cargo (exports to Macao and 
South China) loaded onto river steam- 
ers in December came to 11,999 tons. 
This represented an increase of slightly 
less than 80%. over November, and al- 
most 77% over December 1948. The 
1949 monthly average, at 10,441 tons, 
had increased almost 40% over the 1948 
average. 

Total river cargo arrivals in 1949 
were 99,496 tons, while departures to- 
talled 125,300 tons, making a grand 
total of 224,796 tons — an increase of 
slightly less than 14% over 1948. There 
has, however, been a substantial shift 
in the balance of river trade as a re- 
sult of the Chinese civil war. The ex- 


cess of imports from river ports (chiefly 
Canton and Macao) over exports was 
roughly 50% (4,000 per average month) 
in 1947 and 21% (1,586 tons monthly) 
in 1948. In 1949, however, the balance 
was reversed, and there was an export 
excess of slightly more than 25% 
(2,150 tons per average month). 


Hongkong Shipping Returns for the 

Year 1949 

During the year 1949 the total ocean 
steamer tonnage aggregated 19,835,227 
tons and the total river tonnage came 
to 3,977,916, making a grand total of 
23,813,143 tons. 

The largest arrival and departure of 
ocean tonnage was in September, while 
December was the peak month for river 
shipping. 

Ocean passengers, in and out, totalled 
522,206 and those on river steamers, in 
and out, came to 1,213,398, making a 
grand total of 1,735,604 passengers dur- 
ing the year. 

Ocean passenger arrivals were high- 
est in March, while departures reached 
their peak in September. River pas- 
senger arrivals were highest in May 
and departures in September. 


Trading Junks and Launches in 

December 

(Foreign trade conducted by Junks 
pee of 60 registered tons and 
ess). 

The traffic conducted by these vessels, 
like that of the river steamers, showed 
the effects of the Chinese civil war, in 
that there was a substantial excess of 
exports in December 1949 instead of the 
substantial excess of imports noted in 
December 1948. The tonnage of the 
vessels themselves declined more 
sharply than that of the cargo carried, 
which indicates that they were loaded 
somewhat closer to capacity in 1949 
than in the previous year. In 1948 
junks and launches normally arrived 
fully loaded and left three quarters 
empty; in the following year they de- 
parted more heavily loaded than they 
arrived, but the difference was not so 
great. 

_ Inward tonnage entering the Colony 
in December 1949 totalled 41,417 tons, 
an increase of almost 11% over Novem- 
ber, but a drop of 69% from December 
1948. Outward tonnage, at 53,593 tons 
in December 1949, showed an increase 
of slightly more than 50% ‘as compared 
with November, but a drop of 58% 
from December 1948. 
; Inward cargo came to 6,339 tons, an 
increase of 41% over Novemter, but a 
decrease of 80% from December 1948. 
Outward cargo totalled 21,046 tons, up 
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49% as compared with the previous 
month, and down a little less than 8% 
as compared with December 1948. 


Outward tonnage exceeded inward 
tonnage by almost 29% in December 
1949, but was slightly (less than 4%) 
smaller in November, while there was 
an export excess of 233% in December 
and nearly 215% in the previous month. 
The balance was reversed in December 
1948, when incoming exceeded outgo- 
ing tonnage by 5% and imports by 
weight exceeded exports by 385%. 


Passenger traffic was negligible in 
December 1949, with 27 incoming and 
58 outgoing passengers (31 arrivals and 
136 departures in November), as com- 
pared with 2,115 arriving and 8,132 
leaving by junk or launch in December 

948. 


HONGKONG JUNKS & LAUNCHES IN DECEMBER 
Foreign Trade conducted by Junks & Launches of 60 registered tons & under 


Dead Weight 


Reg. Tonnage 


No. of Vessels of Vessels’ Tonnage of Cargo No. of Passengers 
Inward Outward Inward Outward Inward Outward Inward Outward 
JUNKS 
397 462 39,968 50,165 5,658 19,948 21 58 

LAUNCHES 
89 96 1,449 3,428 681 1,098 6 — 


Local Trade conducted by Junks and Launches of 60 registered tons & under 


JUNKS 
1,878 1,921 45,287 45,912 12,641 10,005 — — 
LAUNCHES 
251 251 8,393 8,393 178 215 15,623 16,173 
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FAR EASTERN ECONOMIC REVIEW 


Financial . Reports 


HONGKONG CLEARING HOUSE 


For the month of December 1949 
Hongkong Bankers’ Clearing-house to- 
tal amounted to $946,435,949 which was 
an increase of 55.66% over Dec. “1947 
and 19.81% over Dec. 1948. 


For the year 1949 clearings totalled 
$11,005,662,814 against $8,267,663,710 in 
1948 and $6, 595,044,175 in 1947. The 
increase in 1949 over the two preceding 
years was. respectively, 67.64% and 
33.12%. 


Monthly — clearing- house averages: 
$549%4 million in‘ 1947, $688.9 m. in 
1948 and $917.1 m. in 1949. 


Highest & lowest monthly clearing 
totals in the years. 1947-49 (in millions 
of HK$):— 

1947: high 642.9 May, low 442 Jan. 
1948: _,, 789.9 Dec., ,, 600.3 Oct. 
1949: ,, 1207.0 May, » 155.3 Feb. 

Clearing-house figures for the years 
1948 and 1949:— 

Amounts peened through the clear- 
ing: — 


1948 1949 
January 690,869,863 822,578,268 
February 624,267,531 755,368,765 
March 780,180,420. 891,308,578 
April 753,367,765 829,170,394 
May 677,060,291 | 1,207,078,664 
June 667,992,698 940,445,697 
July 656,716,034 904,542,989 
August 667, 791,274 938,427,589 
September 667, "270, 511 - 961,792,552 
October 600, 305, 004 864,991,992 
November 691,936,252 943,521,377 
December 789,906,067 946,435,949 
Year 8,267,663,710 11,005,662,814 


MACAO. CURRENCY 


Portugal devalued the escudo, fol- 
lowing sterling devaluation of Sept. 12, 
by 13.3% (from US cents 4 to 3.48 per 
escudo) or conversely appreciated the 
US$ from 24.95 to 28.75 escudos. Ster- 
ling devaluation amounted to 30%%. 
At the same time Lisbon raised the 
exchange value of the escudo in terms 
of sterling from previously 100% to 
80% escudos per £. 


Simultaneously the Macao currency, 
pataca, was devalued in terms of US$ 
but it was furthermore devalued in 
terms of the escudo from pre-Sept. 607 
escudos per 100 patacas to 550 escudos 
(Banco Nacional Ultramarino selling 
rates). The HK$-pataca official rate 


remained, as before, at par; Macao 
quotes TT London at 1/2—49/64 (sell- 
ing), approx. the same as Hongkong 
official rate: 

Holders of pataca accounts have suf- 
fered an exchange loss in terms of their 
metropolitan currency (escudo) and the 
US$ over and above the exchange loss 
suffered by escudo account holders in 
Portugal. The depreciation of the 
pataca against the escudo amounts to 
9%. 

Officially no Hongkong- -Macao trans- 
fers are arranged, the business of the 
Banco Nacional Ultramarino being not 
concerned with exchange transactions 
between these two colonies; the native 
banks and exchange shops as well as 
one or two Chinese commercial banks 
deal in HK$-pataca transfers and cur- 
rency sales and purchases. All busi- 
ness is done on the basis of the 
unofficial rate which is at present 
around 86 to 88 patacas per HK$100 
(=HK$116—113 per 100 patacas). The 
pataca was quoted prior to sterling 
devaluation around 70 to 75 patacas 
per HK$100 but as a_ result of the 
firmer rate of sterling in international 
markets and the political changes in 
Kwangtung (which seemed to endanger 
to some extent the Portuguese posses- 
sion of Macao) holdings of HK$ were 
preferred to pataca holdings. 

It is possible to transfer from Hong- 
kong, via Macao, capital to Lisbon the 
current rate working out at about HK$ 


16 (=£1) to 76 escudos (against official . 


rate of 80% escudos). The discount 
which £ suffers in the Portuguese free 
exchange market is about the same as 
is expressed in the above rate of 76 
escudos per £ (if transfers are made 
via Macao). 


HONGKONG FREE MARKET 


Highest & Lowest rates of last week, 
in HK$:— 

US$: notes 651144—640%, DD 652%— 
642, TT 656—644, week’s opening 655, 
closing 647. Crossrates US$2.439—2.484. 

Gold: per .945 fine hongping tael 
294144—289, equivalent to 308 26—302.76 
per .99 fine tael. Week’s opening 291%, 
closing 2895s Crossrate US$37%4. 
Macao and Canton rates for .99 fine 
fine tael respectively 310—300%, and 
298—288. Forward interest in favour 
of sellers for the week (7 days) 86 cts. 

Silver: per .99 fine hongping tael 5.02 
—4,92, Chinese dollar coin 3.17—3.10, 
per 20 cts. coins 3.26—3.00. 


Hongkong Silver Trade in December 1949 


Silver in bars or ingots 


en ee 


I 
Countries Quantity” ET ole 
Ounces $ 
United Kingdom — _— 
China, Middle. . _— — 
Macedo. Set sae: 61,546 226,800 
URS AS. ac. — fee 
DOtal Mates vests 61,546 226,800 


Exports 
Quantity Value Countries 
Ounces $ 
United Kingdom 

140,635 565,140 China, Middle . 
153,600 713,547 ” South .. 

_— a Philippines ..... 
362,289 1,518,263 UT SAG eos om 
656,524 2,796,950 Total 


——___-_- xxrvwwowor—r— 


4,078,853 11,310,400 


February 2 


Bank notes: Piastres 15.10—12.50, 
Nica ‘guilders 22.90—22.50, Baht 28%. 
British pound 15.45—15.35, Australia 
13.00—12.95, Canada 5.58—5, 55; “India 
1.134%4—1. 11%, Burma .95—87, Ceylon 
1, Malaya 1.80%—1.79%, Philippines 
2.19—2.08. (The peso is here valued at 
only about US$ 0.32% instead of 50 
US cents__ officially. Depreciation 
amount to 35%). 

Chinese Exchange: on Canton 100.40 
—997; on Shanghai gold 881%,—82\6, 
US$99—92. (per 100 in China). On 
Taiwan gold 88—85 (per 100 in Tai- 
wan). 

Hongkong Unofficial US$ Te 

and Gold Quotations 

(in HK$ per US$100 and per .945 

fine hongping tael) 


Gold TT New York 
January High Low High Low 
Bee) aks. sare 294%, 291% 656 655 
PY ener ie 293% 291% 655 654 
QB kinder 292% 291 653% 653 
26. ase 293% 291 652 648 4 
2 wie eee 291% 289% 648 644 
26) ere at 291 289 647% 646% 


Hongkong Stock Market 


Last week has afforded evidence that 
there exist Buyers on the side lines 
who are prepared to operate when 
Sellers show signs of nerves. Offering 
have been absorbed, true at receding 
prices, but conditions flow towards 
Buyers. On obtaining shares, Buyers 
lower their offers and Sellers fall after 
a period of hesitating accompanied by 
nerves as to future prospects. Contin- 
ued, not say obstinate, reluctance of 
Labour to negotiate is one factor pro- 
ducing “nerves.” 

Business reported during the week, 
$1,203,629 (shares sold 36,086). (Busi- 
ness for the year 1949, $78,060,775). 

Sales of last week:— 


Low 


High Sales 

TER. Banke oasis nc 1500 1480 174 
Bank of East Asia .. 112 112 108 
Canton Insurance .. 310 310 280 
Union Insurance ... 630 625 270 
WRarves: ORY. srccicrics 115 114 233 
Wheelock Marden 31 31 300 
EL AG./ OOCKEID a)ctestetare —_— — 300 
H.K. & S. Hotels 11.80 1144 2,000 
HBSS Lands). i...0 49 49 200 
H.K, Tramways .... 15.70 15 3,666 
StarFerry: as. cust —_ 125 
China Lights (O) .. 11.80 11.40 4,650 
do CNOA ae 816 8.40 5,566 

ELK. Electrics ...... 2934 29 5,340 
Dairy Farms 41 40 3,700 
Watson ...... 48 47 3,300 
Sinceres. 77... :. 3,60 3.60 1,500 
Wing? Onin icscc seat 62 62 20 
China Entertainment 1645 16 400 
Kedah Rubber .... 215 21% 1,500 


Silver coins 


ee 


Imports 


E. 
Quantity Value Quintin; 74 vee 
Ounces $ Ounces $ 
—- —_— 135,605 476,536 
—_— — 425,800 1,972,860 
115,381 447,000 76,529 258,000 


3,963,472 10,863,400 —_ 


355,000 1,395,600 
992,934 4,102,996 


1950 
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Survey of the Federation of Malaya for the Year 1949 


At the Malayan Federal Legislative 
Council meeting in the capital of Kuala 
Lumpur held on November 15, the High 
Commissioner of the Federation (Sir 
H.L.G. Gurney) reviewed developments 
of 1949. The review provides in com- 
pact form a comprehensive survey of 
the Federation. Following is an extract 
of the High Commissioner’s review. 


Developments in 1949 


The controversial issues of debtor- 
creditor and other occupation period 
problems were settled and the mora- 
torium was lifted. The War Damage 
Scheme virtually is complete. The 
year has seen the foundation of the 
University of Malaya, and also the 
establishment of the Central Advisory 
Co. ittee on Education. 5 

he Prime Minister stated in London 
in April that His Majesty’s Government 
had no intention of relinquishing their 
responsibilities in Malaya until their 
task was complete. They were work- 
ing to guide the citizens of Malaya to 
responsible self-government within the 
Commonwealth and had no intention of 
jeopardising the security, well-being 
and liberty of these peoples for whom 
Britain has responsibilities by a pre- 
mature withdrawal. 

The Communities Liaison Committee 
has been studying, with valuable re- 
sults, some of the vital political issues 
of the future. This Committee is an 
entirely unofficial body. It has been 
working steadfastly for the good of 
Malaya as a whole. 

The new Electricity Board has been 
successfully established. The Regis- 
tration of Societies is now proceeding 
upon a proper and adequate basis. In 
the rubber industry we have seen the 
report of the Board of Arbitration on 
the wages question, which is a docu- 
ment of first-class importance, and also 
a relaxation of the competition from 
synthetic rubber. The devaluation of 
sterling has afforded relief to the rub- 
ber and tin industries. Great efforts 
have been made in the expansion and 
training~ of the Police and Malay Re- 
giment. The work of rehabilitation of 
buildings and communications through- 
out the country has continued, together 
with a heavy programme of new con- 
struction. 


The Emergency 

If there were any doubt that the vast 
majority of the people of Malaya con- 
demned the actions of the Communist 
bandits, that doubt is there no longer. 
If there is any advantage in the con- 
tinuation of their activities in certain 
areas, it is that it increases the hatred 
now universally felt for people who 
indulge in useless murder and robbery. 
The remaining bandits are now gangs 
of outlaws kept by fear in subservience 
to some Communist fanatics who do 
not dare to ask that society should 
accept them again. They hope for help 
from Communist China, but there may 
well be.some hesitation in supporting 
such rank outsiders who have no local 
backing. It is important to see clearly 
that whatever the situation in China 


may be—and that is a matter for the 
Chinese people in China—the Com- 
munists in Malaya have put themselves 
out of court by attempting, as a small 
and mostly alien minority, to impose 
their will on Malaya by force and by 
gangster methods. Nothing that may 
happen in China will weaken the deter- 
mination of the people of Malaya to 
eliminate militant communism here; 
rather will their efforts be streng- 
thened. 

Now that the bandit gangs have been 
cleared out of large parts of the in- 
habited areas by police and troops, the 
urgent task facing State Governments 
is to establish quickly an effective 
system of administration of the Chinese 
rural population in these areas. One 
could not defeat the bandits unless the 
majority of the squatters are offered a 
real alternative to Communism. Some 
progress was being made towards re- 
lieving the squatter problem in some 
States but on security grounds alone we 
must move more quickly. First priority 
should be given to the resettlement and 
administration of these people. Some 
progress was noted. There is an in- 
sufficiency of Chinese-speaking officers, 
but there should be no waiting for 
specialists to be called in. The District 
Officer is as responsible for the ad- 
ministration of his Chinese rural 
population in land and all other: mat- 
ters as he is for any other people in 
his district. They are in his care and 
it is on the district level that the first 
priority belonging to this problem must 
be recognized and carried out in 
practice, as is now being done in many 
areas. 3 

The Malayan Chinese Association 
with branches all over the country is 
ready to help constructively in this 
work. That help is appreciated by the 
Government, it is badly needed and 
will be used. 

The remaining bandit gangs who 
have been cleared out of these areas 
have now concentrated mostly in 
Pahang, where appropriate measures 
are being taken to deal with them. 
Anyone acquainted with the dense 
jungle areas of Pahang will not under- 
rate the difficulties. But these apply 
also to the bandits who are now ill- 
fed, ragged and harried by sickness. 
Since the offer of surrender terms on 
the 6th September 103 have sur- 
rendered, including 61 known bandits 
and 42 supporters of various kinds. 
These people have all been well- 
treated and are giving valuable in- 
formation and help. The stories they 
tell confirm the view that it is mainly 
fear of being shot by their own leaders 
that is now preventing the large 
majority of the remainder from making 
their escape to freedom: it may be 
some time before the opportunity to 
escape occurs. 


The Police Force 

It has been the constant endeavour 
of the Police Force to get every avail- 
able man into the field in active 
operations against the bandits com- 
mensurate with the task of administer- 


ing, training and developing the Force 
as a whole. It is a fair assessment of 
the results of this concentration upon 
operations to say that the bandits have 
completely failed in their expressed 
objectives of disrupting authority and 
establishing “liberated areas”. Since 
the beginning of 1949 nearly 1,000 
camps have been discovered and des- 
troyed and 2,000 weapons recovered in 
addition to large amounts of ammuni- 
tion of all types which have been 
seized, together with other equipment, 
documents and foodstuffs. Since the 
1st July, 1948, 882 bandits have been 
killed and 540 captured. The number 
of Police Jungle Squads has increased 
from a comparatively small number at 
the beginning of the year to 180. The 
Police Force has enjoyed full and 
effective support from the Armed 
Forces. The maintenance of troops 
and Police in remote areas by air drops 
has been magnificently carried out by 
the Royal Air Force. In October alone 
400,000 lbs. of supplies were dropped 
by the Royal Air Force. 


In addition to the operational drive 
against the bandits a very great deal 
of hard and detailed work has been 
devoted to the re-organization of the 
Police force, which has continued to 
grow in officers, men and equipment 
since the beginning of the year. The 
strength was then 283 Gazetted Officers 
and 12,945 Inspectors, Sergeants and 
other ranks; in October these figures 
were 334 and 15,244 respectively. Three 
thousand and eight hundred recruits 
for the Regular Force have passed 
through Police Depots since the be- 
ginning of the year. The Depots at 
Tanjong Rambutan and Johore Bahru 
have now been closed and the training 
period extended from five months to 
eight. Forty Probationary Asian In- 
spectors on direct appointment from 
outside the Force have received train- 
ing in the Kuala Lumpur Depot and 
have been posted to duty. Another 50 
are due to begin training shortly. 


The Force transport fleet now con- 
sists of 1409 vehicles of all types, 
which during the first six months of 
the year covered a total mileage of 
nearly 7,000,000 miles. Two hundred 
privately owned vehicles have now 
been de-requisitioned and returned to 
their owners and all vehicles now in 
use are held on Police strength. 


The marine branch of the Force now 
has 22 launches in commission includ- 
ing two 72 ft. Harbour Defence Motor 
Launches generously loaned by: the 
Royal Navy. In addition, some eighty 
hulls powered by outboard motors are 
operated by uniformed police in con- 
tingents. The training of recruits in 
seamanship, navigation and similar 
subjects continues at the Police Marine 
School in Penang. i 

In regard to equipment, purchases of 
arms and ammunition made during the 
first nine months of this year have 
made the Force. practically  self- 
sufficient in these items and arms pre- 
viously obtained from the Services on 
loan are in process of being returned. 
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A Frontier Force for duty on the 
Thailand border of approximately 600 
officers and men has been recruited, 
trained, equipped and. posted to duty. 
The personnel are on special terms of 
service designed to meet the require- 
ments of this branch of Police work 
and to attract men with local know- 
ledge of the frontier areas. The Force 
is under the command of the Chief 
Police Officers of the four States con- 
cerned. 

The strength of European sergeants 
has been reduced from 500 to 454. 
Recruitment in the United Kingdom 
has been discontinued. Every effort 
has been made to encourage these men 
to study the languages of Malaya. So 
far, 92 have passed an examination in 
Malaya, 25 of them with distinction. 

The Criminal Investigation Depart- 
ment has handled all matters affecting 
detainees, banishments and repatria- 


tions and this has involved an enormous - 


volume of careful work. The cases of 
10,300 people repatriated to China since 
the beginning of the year are only a 
part of the investigations carried out 
by this Branch. 

Since immigration is an obvious 
factor in Malaya’s security a complete 
reorganization of the Department based 
on experience gained in pre-war years 
and adapted to post-war conditions was 
begun early this year and is now al- 
most complete in all main features. 
The new organization provides for 
separate Immigration Departments in 
the Federation and Singapore under 
the overall control of a Pan-Malayan 
Director responsible to both Govern- 
ments for the efficient working of their 
respective Departments and co-ordina- 
tion ‘of policy and practice. It is pro- 
posed to remove the Headquarters of 
the Department from Kuala Lumpur to 
Penang, to establish new and strengthen 
existing controls on the land frontier 
and at certain ports and to staff these 
controls with officers who will be sole- 
ly engaged on immigration duties and 
are at present being trained for this 
specialist work. 


Financial Report 

Customs revenue from all sources for 
the first eight months 1949 amounted 
to §.$128,860,698 as compared with 
$126,584,680 which is the proportionate 
amount of, the revised Estimates for 
1949. Monthly revenue _ collections 
showed a steady decline until August 
when collections rose sharply by almost 
$4 million over the previous month’s 
total due to a number of causes, in- 
cluding an appreciable increase in the 
price of rubber. The prospects of ob- 
taining revenue equal to the revised 
Estimates are good. Although serious- 
ly handicapped by conditions created 
by the Emergency and a shortage of 
Senior Officers preventive work has 
been reasonably. successful. 

The filling of the senior posts in the 
Income Tax Department has continued 
to present difficulties. Because of this, 
the late start in 1948 and the increase 
in the volume of work it has been im- 
possible to proceed with the settlement 
of liabilities as speedily as is necessary 
#f the arrears are to be overtaken. The 
yield from 1949 assessments is expected 


- the 21st September, 
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to be between $23 and $25 millions, but 
it will not be possible to complete the 
assessment and collection of more than 
50 per cent. of the 1949 tax before the 
end of the year. It is expected that 
collections of 1948 and 1949 tax to- 
gether in 1949 will amount to $32 
million, and of this some $20,000,000 
has already been collected. A branch 
office was opened in Penang in March 
and it is intended to open other branch 
offices as soon as trained staff and ac- 
commodation are available. 

There has been considerable delay in 
reaching agreement upon a War 
Damage Compensation Scheme. Fol- 
lowing His Majesty’s Government’s 
generous offer in May this year to in- 
crease the free grant towards the 
scheme from £10,000,000 to £20,000,- 
000 the Reconstituted Select Committee 
appointed to consider the new proposals 
held several meetings. 

In addition to assessing 1,583 War 
Risks (Goods) Insurance Claims for a 
total of $134,957,000, the War Damage 
Claims Commission has settled some 
8,000 Legal Liability Claims and De- 
fence Measure Claims and in so doing 
has paid out the sum of $11,388,000. 


Economic Report 

In order to prevent an unwarranted 
increase in prices and confusion in the 
market consequent upon the devalua- 
tion of sterling, an order was issued on 
prohibiting the 
sale of goods for local consumption 
other than rubber either by wholesale 
or retail at a price in excess of that 
charged on 17th September. The order 
achieved its object and was allowed to 
lapse on 5th October. A close watch 
continues to be kept on prices and re- 
ports received from all parts of the 
Federation indicate that in general 
there has been no marked upward 
trend. The country is well stocked and 
there remains a buyers’ market in most 
commodities. 

Rubber:— Production of rubber in 
the Federation totalled 437,844 tons for 
the first eight months of the year in- 
dicating that total production for the 
year will be about 650,000 tons, as 
compared with last year’s record out- 
put of 697,000 tons. Some falling off 
in production was to be expected after 
the period of flush yields following the 
occupation, and as a result of replant- 
ing programmes. The low price of 
rubber during June and July probably 
also had some effect. The average 
price of rubber last year was 42.15 
cents a pound for No. 1 R.S.S. During 
this year the price fell. to 32.21 and 
33.32 during June and July respective- 
ly and went as low as 31% cents at the 
beginning of June. At these prices 
many producers were unable. to 
produce at a profit and the in- 
dustry was faced with the problem 
of reducing its costs. This led 
to a decision by the Malayan Plant- 
ing Industries Employers’ Association 
to reduce the bonus rates paid to tap- 
pers which had been fixed when the 
price of rubber was 41 cents a pound. 
An Arbitration Board was appointed to 
investigate the consequent dispute over 
cuts in tappers’ earnings between the 
Malayan Planting Industries Employ- 
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ers’ Association and~ several labour 
unions. Fortunately the effect of de- 
valuation raised the price of rubber to 
44 cents and the Malayan Planting Ii- 
dustries Employers’ Association was 
able to cancel its reductions in tappers’ 
bonus rates. 

The better price has given the in- 
dustry a breathing space in which to 
improve its competitive position in re- 
lation to synthetic rubber. Important 
steps have been taken to this end. A 
five-year programme of increased re- 
search and development on behalf of 
natural rubber has been adopted to be 
financed from the Malayan Rubber 
Fund, but guaranteed by the Govern- 
ment. The industry also decided to 
increase the cess on rubber from .25 to 
40 of a cent a pound to finance a 
publicity campaign in the United States 
of America designed to make ‘known 
the merits of natural rubber in the 
most important market: An important 
conference of research from all major 
producing countries met in Kuala 
Lumpur in September on the initia- 
tive of the Rubber Research Instituve 
of Malaya to consider the problems re- 
lating to the preparation and grading 
of natural rubber. One result of this 
conference was the setting up of a 
Technical Organisation of Natural 
Rubber Producers in Malaya, whose 
objective will be to promote in every 
possible way improvement of the 
quality of natural rubber. Lastly, at 
the request of the industry, legislation 
is now before the Legislative Councils 
of both the Federation and Singapore 
to enable the industry to control the 
packing and grading of rubber for ex- 
port. By this means it should be possi- 
ble to remove the causes of complaints 
by buyers of Malayan rubber and to 
restore the reputation of Malayan rub- 
ber in the world’s markets. To meet 
the challenge from synthetic rubber 
the industry must pursue with deter- 
mination and united effort all possible 
measures to improve its product and 
to lower production costs. 


Tin:—Production of tin during the 
year has risen steadily as rehabilitation 
of mines from the damage suffered 
during the war has proceeded. By 
August production had reached 4,750 
tons of tin-in-ore per month and the 
total output for the year now seems 
likely to be 55,000 tons as compared 
with 44,815 tons last year. The Minis- 
try of Supply’s buying price for tin 
was £554 a ton during the first six 
months and was £553-10 from 11th 
July until 18th September. Following 
the devaluation of sterling, special ar- 
rangements were negotiated by the in- 
dustry for an interim buying price 
until the re-opening of the tin market. 
The price of tin throughout the year 
has been satisfactory particularly for 
the larger mining concerns, but even 
at present prices many gravel pump 
mines are operating at a very meagre 
profit and some even at a loss. In ad- 
dition mines are faced with the repay- 
ment of rehabilitation loans. The 
future is uncertain as production has 
overtaken commercial consumption and 
representative of the Malayan industry 
and Governments have taken part in 
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preliminary discussions and negotia- 
tions with a view to a Commodity Con- 
ference being convened at which it is 
hoped that an international agreement 
will be drawn up to safeguard the in- 
dustry in the coming years. 

Vegetable Oils—Palm oil production 
has shown a’ substantial increase over 
1948, being 37,392 tons for the nine 
months January to September, as com- 
pared with 31,291 tons for the corres- 
ponding period of 1948. Production 
for the whole year should, therefore, 
be in the neighbourhood of 52,000 tons 
as compared .with 45,257 tons in 1948. 
Palm kernel production has similarly 
increased and may reach 10,000 tons 
for 1949, as compared with 8,500 tons 
in 1948. Out of a total of 51 estates 
(planted area 84,132 acres), 44 
(planted area 81,626) acres were in 
production in September, 1949._ At the 
end of 1948, corresponding figures were 
48 estates (81,891 acres) and 41 estates 
(78,904 acres). Coconut oil production 
has also increased being 46,891 tons for 
January to September, as compared 
with 34,790 tons for the same period 
in 1948. 

Supplies:—Rice rationing has con- 
tinued throughout the year. On 4th 
April, a bonus of half a_ katty was 
announced in addition to the weekly 
ration of 2% katties and on Ist Sep- 
tember the ration was increased to 
three katties per week and the half 
katty bonus was continued making a 
total issue of 3% katties each week. 
On 2nd May the price of rationed rice 
to the consumer was reduced by two 
cents to 28 cents a katty. 

From the 1948/49 crop the Govern- 
ment has purchased over 2,000,000 
piculs of padi from which it is es- 
timated that 85,000 tons of rice will 
be milled. This is a drop of approxi- 
mately 4,000 tons from last year, but 
this was to be expected in view of the 
reduced yield of padi in the 1948/49 
season. The Government guaranteed 
minimum purchase price for padi 
throughout the year remained at $14.- 
24 per picul in the field and $15 at the 
mill, and has been guaranteed for a 
further period to 30th June, 1950. 

Flour has been de-rationed through- 
out the year and sugar was de-rationed 
on ilth July. 

During the year price control has 
been removed from milk and butter 
and the only commodities now subject 
to price control are rice, padi, flour 
and tinned pineapples. 

The storage of Government procured 
supplies during this year has pre- 
sented difficult problems. Heavy ship- 
ments of rice have been received dur- 
ing the early part of the year and 
have had to be stored in order to 
maintain the ration at the same level 
throughout the year. Precautions cover- 
ing disinfestation and the proper turn- 
over of stocks have been taken in order 
to cut losses to a minimum. The Goy- 
ernment Entomologist has visited most 
of the Supplies Department godowns 
and the necessary steps have been 
taken to make the full practical use 
vf his suggestions. 

In view of the further stages of 
decontrol effected during the year a 
seduction of 20 per cent. in the In. 
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spectorate has been estimated for 1950 
and a considerable portion of that re- 
duction has already been put into 
effect. 

Agriculture:—The Department of 
Agriculture has continued its investiga- 
tions into the mechanical cultivation 
of wet padi and reached a stage which 
enabled a team of experts from Eng- 
land to assess its probable future in 
Malaya. ‘ 

the policy of increasing the area 
under padi by the Departments of 
Agriculture and Drainage and Irriga- 
tion has been continued, and resulted 
in an increase in acreage of 23,600 
acres, but owing to unfavourable clima- 
tic conditions, 68,400 acres failed to 
produce a crop, and it is expected that 
the total production for the 1948/49 
season will be 311,000 tons of rice as 
compared with 343,065 tons for the 
previous season. 

A orake on the progress of drainaga 
and irrigation schemes in the past hag 
been the uncertainty of the provision 
of funds for development purposes 
under the normal government system 
of annual budgetting. it takes a few 
years to carry through to completion 
the planning, design and execution of 
drainage and irrigation schemes and 
for satisfactory progress it is desirable 
that sufficient funds be provided each 
year over a number of years. This de- 
sideratum has now been achieved, by 
the inclusion in the Schedule of the 
1949 Loan Ordinance of an allocation 
of $18,000,000, for the \execution of 
drainage and irrigation schemes. Based 
on this allocation, a programme has 
been drawn up to complete within the 
next five years, thirty-three schemes 
in different parts of the country. The 
programme includes the conversion of 
65,000 acres of swamp jungle into pro- 
ductive padi land, the improvement 
of irrigation facilities on 172,000 acres 
of existing rice land to increase yields, 
and improvement of drainage facilities 
on 77,000 acres of coconut small-hold- 
ings along the West Coast, to prevent 
further deterioration. In addition to 
the Loan programme, work is in hand 
on schemes for increased rice produc- 
tion, financed from State and Federal 
funds, which will open up 20,000 acres 
of new padi land and improve condi: 
tions on 112,000 acres of existing padi 
land. Despite difficulties, owing to lack 
of plant ana shortage of engineers, rea- 
sonable progress was made. The main 
new irrigation acres under develop- 
rent \are Tanjong Karang, Sungei 
Mani, Kubang Pasu and Besut. 

The scheme for the replanting of 
small-holders’ rubber, worked by the 
Department of Agriculture in conjunc- 
tion with the Rubber Research Insti- 
tute and financed largely from Coloni- 
al Development. and Welfare funds 
continues, but, because of the drop in 
the price of rubber and the feeling of 
insecurity as to its future, the acreage 
planted was not as great as could be 
wished. 

This serves to emphasise once again 
how vital it is to proceed with ail 
urgency to investigate the possibilities 
of other cash crops. Of the new crops 
investigated, cocoa may be considered 
to have considerable possibilities. The 
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three areas of mature cocoa jon agri- 
cultural stations gave crops which were 
higher than had been expected. Apart 
from small samples of cocoa beans sent 
to chocolate manufacturers in England 
for assessment of their quality the 
whole of the crop was used for plant- 
ing material. Eight experimental plots 
have been laid down and trial plots 
planted on some 30 estates and small 
holdings. All areas under manila hemp 
have been husbanded for the produc- 
tion of planting material, the demand 
for which is far greater than its sup- 
ply. Prepared fibre sent to the United 
Kingdom has shown that fibre of a 
high quality may be prepared in Ma- 
laya. Investigations are also being car- 
ried out into the possibilities of ramie 
and groundnuts and with certain al- 
ternatives for hemp. 

As new areas available for develop- 
ing for padi cultivation are to a large 
extent peaty, and as the greater part 
of the pineapple crop is to be raised on 
peat, a study of peat from different 
areas and its variable fertility is very 
necessary, and has been put in hand. 
One type of peat in a small scale ex- 
periment failed of itself to give a crop 
of padi but responded well to artificial 
fertilisers. 


The Veterinary Department has con- 
tinued its campaign for the prophylac- 
tic vaccination of fowls against ranikhed 
disease, a total of 424,365 fowls being 
vaccinated during the first nine months 
of this year. The Research Laboratory 
at Tanjong Rambutan can now produce 
200,000 doses of vaccine a month, and 
small quantities have been supplied: to 
the Government of Hongkong.  Legis- 
lative measures restricting the slaugh- 
ter of female and of ‘immature stock 
have continued in force, and have 
contributed towards conservation of 
the country’s livestock despite the fact 
that a shortage of imported livestock 
for slaughter purposes has necessitated 
increased slaughter of local stock to 
meet the market beef requirements. 
The Central Animal Husbandry Sta- 
tion at Kluang has made steady pro- 
gress and now embraces 4,060 acres of 
land in various stages of development 
and carries (approximately 1,000 head 
of livestock. 


Co-operation:—During the year, the 
Co-operative Department opened offi- 
ees in Kelantan and Johore, but it may 
prove to be necessary to close the 
Kelantan Office due to the transfer of 
an oificer and the acute staff shortage. 
In addition to the shortage of staff, 
the conditions created by the Emer- 
gency have retarded the progress oi the 
Co-operative Movement, but neverthe- 
less 46 new societies have been re- 
gistered during the past twelve months. 
Of these, 37 were rural societies and 
one was the Malayan Co-operative 
Wholesale Society, Ltd. It is hoped that 
the establishment of a source of. 
wholesale supply for the Co-operative 
Stores both in towns and villages will 
do much to combat the vost of living, 
and free individuals from debt to local 
traders. The success or failure of a 
consumer’s co-operative movement is, 
however, ultimately dependent on the 
loyalty of members. 
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¥ishery:—Shortage of staff has limit- 
ed the work of the Fisheries Depart- 
ment in some States, and the drafting 
of a new Fisheries Ordinance has been, 
delayed by the necessity to conduct a 
comprehensive survey of powered fish- 
ing vessels before legislation eould be 
drafted for their licensing and control. 
‘this survey has now been completed. 
Resulting from the Emergency, the 
Fish Breeding Station at'Tapah has; 
been maintaired on a care and main- 
tenance basis only; in spite of this, the 
breeding of fry has continued and fish 
have been suppled to a number of 
States. and to Trinidad, British Guiana, 
and Siam. Approval has been given to 
commence work on the Fish Culture 
Kkesearch and Training Institute at 
Penang, which, it is hoped, will be 
completed in 1952. 

Forests:—In spite of the difficulties 
oceasioned by the curtailment or tem- 
porary stoppage of |\silvicultural work 
in many Forest Reserves, the produc- 
tion of timber and other forest produce 
has heen maintained at a satisfactory 
level with the exception of jelutong, 
the output of which was very much 
below average due in the main to the 
low price ruling throughout the year. 

There was a spectacular rise in tha 
volume of timber |exports which 
amounted to 30,369 tons for the firsh 
half of 1949 as compared with 36,149 
tons jor the whole of 1948. Our main 
markets are Hongkong, Aden, Jeddah, 
Fakistan, India, Mauritius, South 
Africu, Australia and the United King- 
dom. The last three named demand 
very high quality graded timber and 
it is to those markets that the increasa 
in the export of Malayan timbers has 
been most marked. Shipments to the 
United Kingdom alone amounted to 
4,113 tons for the first six months of 
1949 or nearly double the total 1944 
exports. The timbers in most demand 
are keruing and meranti but a gratify- 
ingly wide range of species, making for 
more complete exploitation, has found 
acceptance in the markets mentioned. 
The trade is increasing and 1949 ex- 
ports are expected to be valued at 
about ten million dollars. The Depart- 
ment of Forestry published new grad- 
ing rules during the year which have 
aroused world-wide interest and whicn 
were tabled at an international timber 
conference held in Geneva recently. 
The publication of these rules has un- 
doubtedly stimulated overseas interest 
in Malayan timbers. 

Forest road construction, designed 
to tap hitherto inaccessible jorest areas. 
began in April and is being financed 
fromm Loan Funds. Although banditry 
has interfered with work on occasion. 
good progress has been made with the 
initial ,project in Rengam Forest Re- 
serve, Johore, where five miles of 
eartawork has been completed and a 
considerable portion of this length 
metailed. 

External Trade:—-The aggregate value 
cf the external trade of tne Federation, 
for the first six months of :1949 was 
$1,949,353,675. This compared with an 
dgeregate value for the full year 1948 
of $1.978,764,068. Imports for the first 
six months of 1949 amounted to $487,- 
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977,574 and exports to $501,376,101, 
giving a favourable trade balance of 
$73 896,527. This compares with im- 
ports for the full year 1948 of $862, - 
695,415 and exports of $1,116,668,653. 
It will be seen from these figures that. 
exports are running at approximately 
the same level as for 1948, but that 
there has been a comparative increase 
in the value of imports, accounted for 
largely by increasea imports of textiles, 
iron and steel manufactures and food- 
stiYs. The value of rubber exported 
has decreased consiGerably and the 
tonnage exported has also dropped. 
This has been offset by the increased 
value of exports of other commodities, 
pa:ticularly tin and coconut oil. The 
aggregate figure for the tirst six months 
of 1949 indicates a slight increase in, 
the general turnover of trade when 
compered with 1948. 


Report ion Transport and 

Communications. 

Aviation:—Civil Aviation has con- 
tinued to function normally throughout 
the year, internal air services have 
expanded and the number of air 
travellers has steadily increased. The 
use of the air services for the carriage 
of mails and freight has shown a cor- 
responding increase. For the first time 
in Malaya, all internal first-class mail 
is now carried by air without surcharge 
when delivery is accelerated thereby. 
Little further development of aerod- 
romes and air travel facilities such ag 
passenger accommodation has been 
possible during the year under review 
owing to the lack of finance, although 
a measure of further rehabilitation of 
aerodromes, runways, drainage  sys- 
tems, and the provision cf temporary 
buildings, has been carried out. Much 
remains to be done, however, before 
public aerodromes are able to comply, 
in their respective categories. with in- 
ternational standards. A number of 
State and Settlement capitals remain 
unprovided with air communications 
owing to lack of airfields, but tha 
provision of the these facilities must. 
await both financial and engineering 
capacity. Government has decided to 
participate in a scheme for a Regional 
Department of Civil Aviation to include. 
Singapore, Safawak, and North Borneo, 


in addition to the Federation, by 
which the administration of Civil 
Aviation in the Region will be 


more efficiently and economically effec- 
ted than if each territory were to main- 
tain a separate Department for the pur- 
pose. Discussions are proceeding with. 
a view to securing agreement on the 
apportionment of the costs of the Cen-: 
tral Organisation. 

Road :—New registrations by the 
Road Transport Department during the: 
first eight months of this year totalled 


- 46,545 as compared with 42,335 for the: 


whole of 1948 and the revenue collected 
shows an increase of $703,000. 

With improved bitumen supplies the 
Department of Public Works has pro- 
ceeded with the task of rehabilitation of 
the roads at a faster pace than in 1948 
and a total of 470 miles of road had 
been resurfaced by the end of August. 
Experimental areas of rubber road 
using rubber powder mixed with bitu— 
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men ve been laid fut some years 
must.éiapse before the efficacy of this 
treatment can be proved. A first in- 
stalment from the Colonial Development 
and Welfare vote has been provided for 
the renewal of operations on the con- 
struction of the ‘Temerloh-Maran Road. 
When completed, this road will reduce 
the distance from Kuala Lumper to 
Kuantan by 77 miles. At the request 
of the Security Forces a considerable 
amount of work of clearing roadsides in 
dangerous areas has been done. 

Posts :—An agreement has now been 
signed providing for the amalgamation 
of the Postal Services of the Federation 
and {singapore under the control of the 
Postmaster-General, Malaya. A Postal 
Board consisting of official and un- 
official representatives from both ter- 
ritories has been formed to advise and 
assist the Postmaster-General. 

The revenue collected during the first 
eight months of this year shows an 
increase of 42 per cent. over that collec- 
ted for the corresponding period of 
1948. A considerable portion of the in- 
crease, 31 per cent., is due to philatelic 
sales of the new State and Settlement 
stamps and of the Silver Wedding Com- 
memorative stamps. 

‘The issue of new postage stamps to 
replace the B.M.A. overprinted issue 
has been effected in the Settlements of 
Penang and Malacca and in the States 
of Johore, Negri Sembilan and Selangor, 
and supplies of new stamps for the re- 
maining States are expected shortly. 
{Special issues of stamps to commemor- 
ate the Silver Wedding Anniversary of 
Their Majesties the King and Queen, 
and the 75th Anniversary of the found- 
ation of the Umiversa! Postal] Union 
were issued during the year. 

Some improvement has been effected 


‘in the mail. service by surface routes 


between Malaya and the United King- 
dom but the service is not yet satis- 
factory owing to lack of sufficient regu- 
lar and fast mail steamers. The rates 
payable for mails conveyed by non- 
contract steamships have been in- 
creased. (The previous rates had not 
been changed to any appreciable extent 
since 1918, 

The ‘Savings Banks of the Federated 
Malay States and of Johore, Kedah and 
Kelantan, together with that part of the 
Straits Settlements Savings Bank which 
operated in the Settlements of Penang 
and Malacca, were amalgamated into 
one Post Office Savings Bank for the 
Federation from the Ist January, 1949. 

At the end of August the amount on 
deposit in the new Federation Bank 
was $46,321,421 compared with $45,- 
604,852 on 1st January, 1949. 

The Money Order services continue 
to be used extensively; 255,944 orders 
value $23,864,005 were issued in the 
first seven months of the year compared 
with 244,435 orders value $23,109,684 
for the corresponding period in 1948. 
A considerable portion of the orders 
issued are family remittances to India, 
Pakistan and Ceylon. 

The devaluation of sterling on the 
19th September has presented the Postal 
Services Department with many new 
problems. Most of its international re- 
lations are based on gold currency pay- 
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ments and postal charges are fixed 
accordingly. It, therefore, became 
necessary to review all charges which 
are based on gold payments, The 
Money Order service with certain other 
countries was also affected. 

Marine :—T'he new light-vessel has 
been moored on station at Angsa Bank, 
North Klang {Strait, by the Marine 
Department, and the new diesel electric 
light mechanism for Pulo Angsa Light- 
house has been installed. With the in- 
stallation of these two important up-to- 
date aids, mariners now have little 
difficulty in making the north approach 
to Klang Strait. The Department’s 
dredging unit completed dredging 
alongside the coastal wharves at Port 
Swettenham in May and is at present 
employed in dredging the seaward end 
of the Malacca River. ‘The ultimate 
object is to dredge a channel from sea- 
wards up to the (lan Kim Seng Bridge 
in order that Malacca local craft can 
enter and leave the river at all states 
of the tide. 

At the Penang Nautical School, in- 
struction for prospective candidates has 
been started by European certificated 
instructors with a view to improving 
the knowledge and ability of Iccal per- 
sonnel and expanding their possibilities 
for serving in Local and Home Tirade 
vessels. 

Rail :—Since June, 1948, the Railway 
has been attacked by terrorists on 
eighty-two occasions. Five wayside 
stations have been destroyed by fire, 
and four others damaged. Sabotage of 
the track has. resulted in ten derail- 
ments to trains, but fortunately there 
have been very few injuries to 
passengers. It has been necessary to 
curtail night services and to provide 
special protective measures, The 
Emergency has caused some loss of 
Railway revenue, and a considerable in- 
erease in expenditure. Four lightly 
armoured trains have been placed at 
the disposal of the Security Forces. 

Rehabilitation of the system proceeds 
satisfactorily. At the Sentul Works, 
two-thirds of which were destroyed by 
bombing, progress with restoration 
work has given increased capacity for 
the repair of locomotives and rolling 
stock, and this has been reflected in a 
steady improvement in the condition of 
Passenger accommodation on _ trains, 
Since the liberation 1,100,000 sleepers 
have been replaced in the open line 
track, which is now in safe condition 
for higher speeds, and improvements in 
the time-table are being introduced. 
Re-laying of the East Coast Line in 
Pahang has been suspended because of 
terrorist activities, but re-laying and 
reconstruction of bridges is proceeding 
in Kelantan where the rail head will 
reach Kuala Gris (twenty-nine miles 
south of Kuala Krai) before the end 
of this year, 

Telecommunications : —The Govern- 
ment has under consideration the con- 
version of the ‘T’elecommunications De- 
partment into a public utility undertak- 
ing on the lines of the Central Elec- 
tricity Board, and the Standing Com- 
mittee on Finance has recommended 
that this transfer should take place as 
early as possible. [This Department is 
in a similar position to the Electricity 
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Department before conversion in that 
if the revenue is to be increased large 
sums will be required for capital expen- 
diture over a term of ‘years which can- 
not be guaranteed by Government in 
the present. financial condition of the 
country, 

The labour situation during the past 
year has been very quiet and employer/ 
employee relations haye on the whole 
been good and have continued to im- 
prove. The total number of mandays 
lost as a result of strikes during the 
period of twelve months ended Septem- 
ber, 1949, was 7,041 as compared with 
452,638 during the preceding twelve 
months. The cost of living pursued a 
downward trend as in the previous year 
and wage rates in the principal] indus- 
tries remained stable; as a result the 
workers benefited from a progressive 
increase in real wages and a consequent 
steady improvement in living standards. 

‘The fall in the price of rubber in May 
which, but for devaluation, would in- 
evitably have led to reduction in wages, 
caused both employers and workers in 
the industry much concern. Negotia- 
tions }were initiated by the Malayan 
Planting Industries Employers’ Associ- 
ation with six unions representing rub- 
ber estate workers, but these broke 
down. (The parties agreed to refer the 
dispute to arbitration and a Board was 
set up under the Industrial Courts 
Ordinance. While the proceedings 
were going on sterling was revalued 
and the resultant rise in the price of 
rubber rendered a reduction in wages 
unnecessary. It is hoped that the work 
of this Board will restore and increase 
the confidence of both employers and 
employees in the value of arbitration as 
a means of settling industrial disputes 
when direct negotiations have failed. 

Despite the Emergency, officers of 
the Department have continued their 
inspections of places of employment to 
ensure that the provisions of the 
Labour Code, designed to ensure and 
maintain reasonable living and work- 
ing conditions, are carried out. The 
delay in the payment of War Damage 
Compensation has undoubtedly delayed 
the construction of more up-to-date 
accommodation on some estates but it 
is hoped that the early settlement of 
this issue, coupled with the increase in 
the price of rubber, will result in the 
rehousing ol all estate labourers at pre- 
sent living in sub-standard quarters. 
Throughout the year unemployment has 
been negligible and that which has 
occurred has been purely transitory. 
‘There has at all times been work avail- 
able for those able and willing to per- 
form it. All industries have therefore 
operated in an economy of full employ- 
ment, 

{There have been no serious strikes or 
disputes involving large groups of 
workers in which stoppages were at any 
time imminent, and there have been 
welcome signs that in the more stable 
and progressive trade unions the strike 
weapon is becoming, as it should be, a 
last resort. 

In the field of legislation the most 
important event was the passing of the 
Trade Disputes Ordinance in March, 
This law is designed to make illegal the 
calling of lightning strikes and lock- 
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outs in certain specified public health 
and public utility services without due 
notice or pending their settlement under 
the provisions of the Industrial Courts 
Ordinance. It does not, however, take 
away the workers’ ultimate right to 
strike or the employers’ right to lock 
out, but it makes illegal intimidation 
and breach of contract liable to en- 
danger human life or the efficient oper- 
ation of any public health service or 
expose valuable property to destruction 
or serious damage. 

‘The educational programme of the 
‘Trade Union Adviser’s Department dur- 
ing the period under review, was con- 
tinued to be directed to the member- 
ship and officers of trade unions, ‘The 
opening of anew sub-office and the 
recruiting of additional field officers 
made it possible for regular contacts to 
be made with trade unions or workers’ 
groups for the purpose of giving advice 
and guidance. Whenever it could con- 
veniently be arranged, officers were 
accompanied in their tours by the 
public address and film units of the 
Department of Public Relations, which 
proved of great value in the educational 
campaign. 

To help trade unions to understand 
the general principles and practices of 
democratic trade unionism, the Trade 
Union Adviser’s Department has pre- 
pared and published from time to time, 
simple pamphlets in four different 
languages to supplement the advice and 
explanations given to trade unions at 
meetings and during visits. 

{The increase in enrolment in all types 
of schools has continued. In August 
this year 576,371 children of all races 
were attending schools in the Federa- 
tion, an increase of some 50,000 in 
twelve months, and more than twice 
the number that were in schools before 
the war. With increased supplies of 
furniture and equipment, available 
locally and from England, rehabilitation 
may be considered complete, though an 
extensive building programme must be 
carried out for some years to come in 
order to provide adequately for this 
very rapid expansion in enrolment and 
for the growing demand. Supplies of 
textbooks from England for English 
schools are now readily available, and 
large quantities of books for Vernacular 
schools have been printed and issued 
during the year under review. The 
average age of pupils is progressively 
falling towards pre-war standards in all 
States and in every type of school. 

Enrolment 1949 compared with 1948 
and pre-war enrolment : 


August, August, 
1949 1948 Pre-war 
English schools . 91,997 81,177 32,382 
Malay schools .. 240,648 209,425 122,199 
Chinese schools . 204,085 198,177 83,200 
Indian schools .. 39,641 36,714 25,573 
576,371 525,493 263,354 


{The number of students now in atten- 
dance at the Teclhinical College is 192, 
while 62 students are undergoing three 
years’ field training with their depart- 
ments and will return to the College in 
1950. It is noteworthy that there have 
been increased applications for admis- 
sion from. private students, and these of 
higher educational standard. Accep- 
tance of these in any appreciable num- 
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Rubber 

Ocean shipments of rubber from 
Malaya as a whole (the Federation and 
Singapore) in November 1949 totalled 
74,646 long tons, as compared with 
69,645 in October and 75,285 tons in 
September and 94,608 t. in November 
1948 (October 1948 80,181 t.). Ship- 
ments during the first eleven months 
of 1949 totalled 820,970 tons, 10% less 
than the 913,606 tons shipped during 
the corresponding period in 1948. The 
principal purchasers of Malayan rub- 
ber in November 1949 were: U.S.A., 
24,830 tons, or nearly one third of the 
total for the month; the United King- 
dom 12,418 tons, or 16.6%; Germany 
5,543 tons, or 7%; Japan 3,786 tons; 
Italy 3,599 tons; Hongkong 3,559 tons; 
Argentina 3,478 tons; France 3,100 tons; 
Canada 2,545 tons; Australia 2,374 tons; - 
Union of South Africa 1,852 tons; Bel- 
gium 1,162 tons; the Netherlands 1,438 
tons; and Sweden 1,370 tons. 
Soap i 

Malaya’s imports of washing soap in 
October 1949 totalled 8,301 cwts., of 
which 7,846 cwts. came from the U.K., 
446 from Australia and 9 from Java. 
This compares with imports of 5,858 
ewts. in September and 64,766 cwts. 
during the first ten months of 1949. 
October toilet soap imports amounted 
to 224,433 lbs. (of which 213,682 Ibs. 
came from the U.K., 4,104 from Hong- 
kong and smaller amounts from India, 
Australia and the U.S,).as against 213,- 
963 lbs. in September, and 1,967,884 lbs. 
during the period January-October 
1949. Imports of other types of soap 
came to 52,640 lbs. (60 lbs. from Aus- 
tralia and \the rest from the U.K.) in 


bers must await the completion of new 
College buildings, for which a scheme 
is now under fina] consideration by the 
Colonial Development and Welfare 
Fund authority. Developments have 
been the extension of the Mechanical 
Engineering Course, extension of the 
Survey Course which was. reorganised 
in 1948, and the completion of arrange- 
ments for holding in the College certain 
sections of the examinations for Asso- 
ciate Membership of the Institutions of 
Civil Mechanical, Electrical and Struc- 
tural] Engineers. The College is also 
providing . preliminary engineering 
training for seven State/Settlement 
Scholarship holders in preparation for 
their entry to Universities overseas. 

Steady progress has been made in 
extending the teaching of science in 
English schools and now most labora- 
tories have been fully re-equipped on a 
strictly utility basis. [The factor now 
restricting progress is a serious short- 
age of qualified science teachers. 

In 1948 there were 80 scholarship- 
holders and 68 private students from 
the Federation studying in Universities 
and other Institutions of higher educa- 
tion in the United Kingdom. In 1949 
a further. 34 scholarship-holders and 12 
private students are known to have left 
for the United Kingdom, but the num- 
ber of private students is prébably 
larger. 

The enrolment of 366 in Junior Tech- 


m Malaya 


October, 41,088 lbs. in September and 
497,650 Ibs. during the first ten months 
of 1949. 

Washing soap exports totalled 11,892 
ewts. in October (14,906 cwts. in Sep- 
tember and 151,263 from January 
through October 1949); toilet soap ex- 
ports came to 7,327 lbs. (17,897 Ibs. and 
106,987 lbs. respectively); and exports 
of other types of soap amounted to 418 
lbs. (447 and 68,050 Ibs. respectively). 
The bulk of October’s exports went to 
Hongkong (6,178 cwt. washing soap 
and 72 lbs. toilet soap); Sumatra (1.028 
ewts. washing soap and 5,532 lbs. toilet 
soap); Rhiow & Lingga (1,051 cwts. 
washing soap and 504 lbs. toilet soap); 
and Iran (1,200 cwts. washing soap). 
The total quantity of soap manufactur- 
ed in Malaya as a whole during Octo- 
ber was 28,044 cwts., of which 19,999 
ewts. was produced in Singapore and 
8,045 in the Federation of Malaya. 
The producing centres in the Federa- 
tion, in order of importance, were Pe- 
nang (4,387 cwts.), Selangor (1,613 
ewts.), Perak (1,137 cwts.), Malacca 
(293 cwts.), Kelantan (272 cwts.), 
Johore (216 cwts.), Kedah (111 cwts.), 
and Province Wellesley (16 cwts.). Of 
the 18,002 cwts. of soap sold during 
October, 11,233 cwts. was sold in Sin- 
gapore and 6,769 cwts. in the Federa- 
tion. Stocks at the end of the month 
totalled 57,211 cwts. (52,531 in Singa- 
pore and 4,680 in the Federation). 

Tea 

Imports of black and green tea into 
the Federation in October 1949 totalled 
304,802 lbs. valued at $214,350 and 
were the lowest monthly figures this 
year. The next lowest figures were 


nical (Tirade) Schools shows an in- 
crease of over 30 per cent. on last year. 
Of these 225 or roughly 60 per cent. 
are Malays. Good all round progress 
has been made, and the machinery and 
tools ordered in 1946 have at last been 
supplied, with consequent easier organ- 
isation. {The chief “trades” taught are 
machine-shop practice, electrical in- 
stallation, carpentry, building, cabinet 
making and tailoring. Elementary 
science has been introduced this year 
into all schools. (Schools have been of 
assistance to military units in provid- 
ing troops ‘with courses in motor 
mechanics and electrical wiring, and 
some 85 soldiers of the Malay Regiment 
are now receiving basic training in 
various trades to enable them to form 
the nucleus of an Engineering Section of 
the Regiment. 

Evening classes continue to be the 
main medium of Adult Education with 
courses in English, commercial, tech- 
nical and engineering subjects. It is 
not easy to secure instructors for the 
more advanced subjects. Candidates 
will present themselves for the London 
Chamber of Commerce and London City 
and Guilds Examinations soon, 

In October this year the University 
was founded and we look forward to 
seeing ever increasing benefits to the 
country from. this realisation of a long 
felt want in the realm of higher educa- 
tion in Malaya. 
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recorded in September, with imports 
totalling 210,705 lbs. worth $260,923. 
The cumulative figures for the first ten 
months of 1949 are 2,531,531 Ibs. valu- 
ed at $2,699,460. October’s imports 
came from Singapore, 90,580 lbs. 
valued at $106,802. (88,096 lbs. black 
and 2,484 lbs. green tea); Sumatra 
62,203 lbs. black tea at $38,892; China 
30,575 Ibs. valued at $28,597 (26,587 
lbs., black and 3,988 lbs. green tea); 
Ceylon 19,250 lbs. black at $36,885; 
India 2,180 Ibs. black at $3,162; and 
Thailand 14 lbs. black tea at $12. 

The Federation exported 336,048 Ibs. 
of black tea valued at $368,015 in Oc- 
tober, as compared with 122,579 Ibs. 
worth $117,784 in September. Green 
tea exports were negligible — 62 lbs. 
worth $80 (all sent to Thailand) in 
October and none in September. Total 
exports for the first ten months of 1949 
were: black tea 1,993,935 lbs. at $1,919,- 
712; green tea 2,697 lbs. at $1,557. 
Black tea exports in October were: 
Ceylon 109,990 lbs. at $109,990; United 
Kingdom 109,245 Ibs. at $119,346; Sin- 
gapore 52,606 lbs. at $53,017; Australia 
50,500 lbs. at $73,875; Thailand 11,764 
Ibs. at $9,535; Sumatra 1,243 lbs. at 
$1,533; and Germany 700 lbs. at $719. 
Population Statistics 

The population of Malaya as of 30 
June 1949 was officially estimated at 
6,065,645, or almost 4% percent above 
the total recorded by the 1947 census 
(5,848,910), the difference being at- 
tributed in part to immigration and in 
part to excess of births of over deaths. 
The Chinese continued to be the largest 
single population group with 2,715,578 
inhabitants (2,614,667 according to the 
1947 census). They also had _ the 
largest numerical, although not pro- 
portional, increase—100,911—and made 
up 44.76% of the community, a frac- 
tional increase over the 1947 census 
figures of 44.70%. The Malaysians 
(all indigenous peoples of the Malay 
Peninsula and Archipelago except the 
Filipinos) with 2,633,092, comprised 
43.41% of the total population as com- 
pared with 2,543,569, or 43.49% in 1949. 
Indians and Pakistanis together total- 
led 621,451 (599,616 in 1947). The 
European community had the largest 
proportional increase—more than 15% 
—rising from 18,958 to 21,825. The 
Eurasians increased from 19,171 to 
20,296 and the other communities from 
52,929 to 53,303. 

The Colony of Singapore had an 
estimated 983,797 inhabitants as of 30 
June 1949. With 762,396 persons, or 
77.53% of the total population, the 
Chinese were overwhelmingly the 
largest racial group. The Malaysians 
were second with 121,572 persons, or 
12.39% of the total, followed by the 
Indians and Pakistanis 170,767; Euro- 
peans 11,001; Eurasians 9,716; and 
others, 7,845. 

The Federation of Malaya had an 
estimated total population of 5,081,848, 
of whom the Malaysians with 2,511,520 
persons, or 49.42% of the total, were 
the largest racial group. Next came 
the Chinese with 1,952,682 or 39.42%; 
then the Indians and Pakistanis 550,- 
684; the Europeans 10,924; and the 
Eurasians 10,580; the other racial 
groups totalling 45,458. 
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I. BANK OF THAILAND RETURNS 
A. Issue Department 
(Baht thousands) 


2 NOTES ISSUED RES EROV ES 
Last week of month In In Banking Government Other Foreign 
ending Thursday Circulation Department Securities Securities Exchange Gold* 

1946- Detember¥™...27.cos sete eee aca 2,121,411 83,733 933,528 147,443 352,434 771,739 
O47) S December. foot eee cc sus sees 2,053,551 120,361 830,098 148,133 427,313 768,368 
A948" May Sietear.. cca tetrastercetuae  . 2,147,930 91,453 825,745 147,486 497,088 769,064 
December ........ pc iataeleusleusraiegene 2,389,992 13,071 775,745 147,486 710,769 769,064 
VOSS SaANUary, eciecicis cide crac selene cine 2,442,961 19,652 775,745 147,486 770,319 769,064 
ANB USED Bic (cso tareiare ieroiciesorelereinusa ... 2,464,534 97,629 ralikoegl 147,000 934,869 769,064 


*Including gold blocked in Japan. 


B. Banking Department 
(Baht thousands) 


LIABILITIES ASSETS 


Last week of Advances Balance at Balance Banking 
month ending Deposits and Provincial at Govt. Other Dept. Reserve 
Thursday Govt. Bankers Other Discounts Treasuries BankersSecurities Securities Reserves Ratio 

1946 December .. 108,681 365,435 41,282 211,669 14,742 262,934 3,631 —_ 336,698 59.51 

1947 December .. 244,120 248,467 75,189 309,753 25,662 179,974 3,397 — 291,265 51.29 

1948 May ...... 442,239 285,476 75,406 406,097 36,127 377,455 3,276 — 459,838 45.26 
December .. 391,917 226,540 265,741 761,850 33,344 127,080 -17,784 — 131,113 14.83 

1949 January ... 268,530 223,652 291,877 569,542 40,063 66,084 150,007 — 76,697 9.78 
August .... 551,834 272,898 519,840 586,780 40,295 556,534 154,260 — 645,124 47.98 


ll. OTHER BANKS 
1. Commercial Banks 
Main Assets and Liabilities 


(Baht thousands) 


LIABILITIES ASSETS 
(b) Loans 

(a) Advances Government 
Total Cash & Bonds Treasury Cash Cheques 
End of Month Deposits Reserves Discounts (Internal) Bills Ratio Cleared 
1946 December ........ 801,404 458,757 153,348 41,019 119,809 58.74 508,248 
1947 December ........ 751,939 301,622 273,744 101,506 61,206 40.11 692,340 
TOSS e JanUarys cy. eteciene 787,792 360,698 315,306 101,506 34,442 45.79 577,346 
December ........ 762,792 337,545 413,959 104,688 44,907 44.25 811,219 
1949 January -:........ 751,419 328,372 446,865 104,458 36,907 43.70 984,596 
ANIERUII8 gooo00n0000 864,996 336,180 497,857 99,974 15,596 38.86 1,059,888 


(a) Total deposits including balances due to other banks but excluding foreign currency deposits. 
(b) Discounts excluding Treasury Bills. 
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2. The Savings Bank 


Main Assets and Liabilities (Bah thousands) 


LTA Bp er Hs ASSETS 
Savings Deposits 


Govt. Premium Cash 
Savings Savings in hand Number 
At call Fixed Bonds Bonds Transfer and at Govt. of 

End of Month 2% 3% 3.5% 1% a/c Bankers Securities Loans Depositors 
08 ge Se eee eee 

1946 December .......... 180,495 32,753 76 8,638 155 170,515 46,906 —_— 583,839 
1947 December. .......... 174,654 30,213 75 9,709 1,086 53,193 152,931 5,000 636,421 
1948°° January <ssccese ses 173,241 30,612 75 9,817 1,327 60,041 145,658 7,000 639,718 
December Aeros eess 176,688 31,418 22 12,608 1,725 21,703 160,943 34,800 665,779 

1949 se Sanuarye™ cs ees cisicis 178,367 31,563 22 13,160 3,241 19,015 162,945 37,000 669,266 
ULL Yaeestarst stotete, areretreie cere 187,301 31,017 306 14,709 3,764 20,557 132,517 74,542 686,407 


Ill VOLUME OF MONEY AVAILABLE 
(Baht thousands) 


Total Total 
Bank of Thailand’s Sight Cash Volume of 
End of Month Sight Deposits Deposits of Reserve of Money 
Notes in ‘ Bankers Commercial Commercial (1+2+3-+4) 
Circulation Government and Others Banks Banks —5 
1 2 3 4 5 
OST Se DEceMbER cys ieiy 2 at vas eaeisie tere) s sleet 297,205 32,382 3,694 36,122 11,729 357,674 
1045 December rien sisson este esate 1,833,678 137,320 120,971 306,632 157,368 2,246,233 
1946 December® Gy, seis, sisressias o75i0's selene 2,119,237 135,638 410,900 736,646 458,757 2,943,664 
NOE SS DECOMDEL= aisieisieniesieclaisacs « severe 2,106,873 164,252 285,825 662,339 301,622 2,917,667 
VOSS RPA MALY ar crise io vieissaceleate sheinias:onetel 2,126,409 189,644 328,313 695,693 360,698 2,979,361 
DecemPCL wos aieisan sc cee os sical 2,389,992 391,917 289,563 671,682 337,545 3,405,609 
LE CENA ETA ee Sadine qciom ao ery Olaauec 2,468,822 248,202 273,891 664,948 328,372 3,327,491 
PUG USt ee a siciclovsisieterslere cise slekvors 2,497,764 532,241 282,828 769,398 336,180 3;746,051 


IV. GOVERNMENT RETURNS 


Government Revenue and Expenditure 


(Baht thousands) 


REVENUE BUDGET ACTUALS 
(Excluding Loan Receipts) ESTIMATE January-August 
nn een on imiiee cetera 1,666,095 720,400 
1o{ od yt eatin Ste SOc ao DO ae 1,598,024 1,309,933 


(Baht thousands) 


BUDGET ACTUALS 
EXPENDITURE ESTIMATE January-December 
1948 Ordinary 678,927 441,149 
( 987,161 569,002 
Special (eR: 
( 182,105 83,946 
Total 1,848,193 1,094,097 
January-August 
194g Ordinary 744,710 292,863 
( 853,312 429,148 
Special ( 
( 523,387 96,467 


Total 2,121,409 818,478 
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Vv... PUBLIC DEBTS VI. CLEARING HOUSE 
1. Floating Debts TRANSACTIONG 
(Baht thousands) Cheques Cleared 
Baht th 
Treasury Treasury Total sera it, Wot seara) 
Date Bonds Bills Outstanding § Month of of Total * 
. Cheques Clearings Clearings 
LOASTAUPUSL ISL MoCo oh aRinc ott. cake 155,000 400,000 555,000 1947 December 19,579 167,378 521,908 
MUGS TAUCUSE I SISt— = aestennimee sever sacs 60,000 456,328 516,328 1948 January 30,164 «191,941 641,640 


December 48,807 266,654 913,560 
1949 January 48,539 295,561 1,070,221 
August 63,563 248,066 1,145,062 


2. Treasury Bills 


VIl. COST OF LIVING 
Average Average United United 


rate Interest Month Thailand Kingdom States 
Date of tender ; 1939 De .agiiiagates 100 100 100 
Offered Applied Allotted Allotted per annum (Ose Dea en non oe ion 
eee eceiben si bi 152 139 
ecember .. 140 166 166 
anes ee DALE He Vain area ee aires 20,000 25,000 20,000 99.88 0.411 1948 March ..... 14338 169 166 
MMC St cise sitsaee cate 20,000 20,000 20,000 99.605 1.186 December .. 1175 174 170 
19SS PAUSUSE Gt. . ....0 tench 50,000 61,000 50,000 99.335 2.002 1949 January ... 1207 174 169 
August: ish 1142 177 167 
, VIII. WHOLESALE PRICES 
3. External Loan 
E oans Outstanding United United 
Date 4% Loan 4% Loan Total Rupee US$ Month Thailand Kingdom States 
1909 1936 AE 2c 2) Credits Credits BURY IS a oecnottsce.4 100 100 100 
- 1945 December .. = 168 135 
1946 December .. —_— 173 154 
1 2 3 4. 5 1947 December .. 1689 201 2038 
1948 March ..... 1676 215 205 
1948 August 31st £278,545-3-3 et ,708,650-0-0 £1,987,195-13-3 Rs.47, 626), 439-0-0 $6,215,268.98 December .. 1616 218 209 
1949 August 31st _ £1,636,550-0-0 £1,636,550- 0-0 $5,733,644.02 1949 January ... 1543 219 205 
August .... 1530 226 195 


IX. EXCHANGE RATES 


Foreign Exchange Open Market Rates : 


Buying and Selling rates for cable transfers of all Commercial Bank in Bangkok for Sterling and U.S.$ 
(Rates in Baht per unit of Foreign Currencies). 


£ (Sterling) US. $ 

Date Buying Rates Selling Rates Buying Rates Selling Rates 
Highest Lowest Highest Lowest Highest Lowest Highest ‘Lowest 

(AUIGUSE Ss ercrasteisie-n Os spain aye win e ayain «0's 60.30 60.15 60.90 60.60 22.00 21.36 22.50 22.02 
1 a ety SCRA ERI Oh SOP CRSICIE RO CSRS cI 64.80 60.00 61.00 60.62 22.05 21.70 22.30 21.95 

LGM Reet coal ee eee eas 62.62 60.00 60.90 60.50 22.06 21,80 22.31 21.48 
Te iia estas alia, a state sattle: salle 'e.ous.6.0 60.75 60.00 61.25 60.70 22.05 21.99 20.20 22.075 

SOMME Se toeletae ersten aiels Gio iste. oe 61.50 60.50 62.00 61.40 21,95 20.00 21.92 21.50 

OL Be eae actls Eas See Nees va 61.65 59.75 62.00 60.775 22.00 21.60 23:25 21.79 


Value of the Baht: Official Rates Effective as from September 27, 1949 (Thailand 2492):—Gold Value: Baht 1 
equals 0.09029 grame fine, Par rate of Exchange: Baht 35 to £1 (Sterling). : 
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X. FORELGN’ TRADE 
4. Trade Balance 


Cfficial Exchange ~ reacelpea tr 


Rates in Bangkok (Baht thousands) 
_ intel = ee, ee ee 
The Bank of Thailand’s T.T. rates 194°'8 1949 
per One Pound Sterling and One United January-May May January-May May 
States Dollar effective as from tn oe 
ber 27, 1949 and applicable under : 92 208.951 
é i Gs Ee oa cee 568,818 150,416 896,221 : 
oe Se a ba Heer side afay® eae paneer 716,898 148,287 1,073,578 173,949 
Pound Sterling : 
Buyi Selli B. Total for the whole Kingdom 
uying elling 
Baht Baht 1948 1949 1948 1949 
May May Jan.-May Jan.-May 
Bank of Thailand . 34.853% 35.1458 OU nnn eee 
Authorized Banks . 34.56% 35.4334 IMPORTS 
Port of Bangkok of... 150,416 208,951 568,818 896,221 
United States Dollars Provincial Ports ........ 12,245 17,069 55,490 64,546 
Buying _ Selling Total We senctneee 162,661 226,020 624,308 960,767 
pee eet beens ae ee 
Bank of Thailand . 12.44% 12.55 4g EXPORTS eck 16.898 1.073.578 
5 Port, of Bangkole) 5... 5:0. 148,287 ,073,. 
Authorized Banks . 12.34% 12.65% provincial Ports 11.2... 35,631 57,463 116,719 185,286 
IT Ota aa aitiv oe evel overeat 183,918 231,412 833,617 1,258,864 
eae eee 3 See 
2. Trade by Monetary Groups 
y f (Baht thousands) 
Countries in Sterling Group Countries in U.S.$ Group : Balance 
Year or Month Exports Imports Exports Imports Sterling Group Dollar Group 
I II I II I II I II I II I II 
1946 
Jan.-June .. 105,610 2,688 143,937 28,743 26,695 54 2,392 182 — 38,327 — 26,055 + 24,303 — 128 
July-Dec. .. 242,089 17,028 298,112 39,649 59,626 5 36,016 55 — 56,023 — 22,621 + 23,610 — 50 
1947 
“Jan.-June .. 368,242 17,382 989,351 65,115 29,560 7,401 179,881 142 — 21,109 — 47,733 — 50,321 + 7,259 
July-Dec. .. 375,998 59,572 450,832 101,406 105,085 609 291,050 620 — 74,834 — 41,834 —185,965 — ut 
1948 
January .... 79,597 31,985 80,517 3,062 36,388 911 — 82 — 920 + 28,923 + 36,388 + 829 
February ... 91,993 16,838 75,068 2,834 28,612 8 — 507 + 16,925 + 14,004 + 28,612 — 499 
March .... 113,753 14,144 98,470 12,907 42,159 8,186 13,705 398 + 15,283 + 1,237 + 28,454 7,788 
ADT pki oe 114,444 1,351 83,571 14,025 64,755 542 17,700 1,623 + 30,873 — 12,674 + 47,055 — 1,081 
May= Nice. 58,709 4,479 122,464 21,383 21,673 331 16,763 2,051 — 63,755 — 16,904 + 4,910 — 1,720 
Sterling Group: (I) Sterling areas and Transferable A/c countries; (II) Other countries accepting settle- 
ment in Sterling. 
U.S.$ Group: (I) U.S.A., Philippines and countries accepting settlement in dollar only; (II) Countries pre- 
fering settlement in dollars. 
3. Principal Exports e oe : : 913,627.5 = ne - September .. 2,454,779 5,036,138 7,490,917 
A: Rica Export pode ges ees ‘Sets October: .... 3,919,805 4,804,625 8,724,430: 
11. UNRRA 147,338.2 = 147,338.2 November .. 3,759,806 2,684,470 6,444,276 
; 12. Ind i 
eer Ade Metric Tons) Republic a 1,000 1,000 December .. 4,986,869 4,012,996 8,999,865 
Recipient (Oct. 1945-1949 ri pds — 4,200 4:200 1949 
Pena ee ee 1945) Jan.-Aug. Total H (Giutinous) Be 49,779.9  49,779.9 January +++. 5,664,953 2,665,968 8,330,921 
OS SHH ML ey, a ee er = 6 a5 February ..... 3,559,801 2,512,656 6,072,457 
Territories & T7i Tntested! ane c: : : March ........ 6,330,205 3,949,410 10,279,615: 
Broecied States Apter ee Peron grade rice ote 15,155 15,155 Ari sees 7,005,429 1,950,878 8,956,307 
Hongkong 188,628.4 35,285  223,913.4 1,728,421.3 848,216.8 2,576,638.1 MAY a iaentscien 6,198,552 3,214,748 9,413,300: 
N. Borneo ) ee 7,315) i eee aa ee JURE! Gs .laeloscee 3,531,661 1,488,125 5,019,786 
Savewau} 59,389, 13,401) 80,105.6 * Allied Land Forces South East Asia. DALY Severe cata 5,592,204 468,267 6,060,471 
*Alfsea 2,600 = 2,600 August. ..jc066 5,782,778 2,187,970 7,970,74& 
indie 223'908.6 2451966 468/432.2 iit = 825 
U.K. 4,500 26,100 30,600. (Kilogrammes) C. Tin Export 
2 ae ; 500 2,781 3,281 s TOTAD” Ka 
onesia oO o \ 
(Netherlands) 192.055.9 95,769.3 287,825.2 Year Month Sterling US$ Grand, (Kiogrammes) 
4. Holland 6,499.4 13,999.7 20,499.1 Group Group Total 1948 1949 
6 Switeriand isa 1995 gros 
: ‘ ; : 1,472,660 8,080,364 9,553,024  Jan.-Aug. - y 
7. Czechoslovakia 1,299.4 700 1,999.4 1,781,248 5,256,826 7,038,074 6,805,937 me 737001 ‘aot oo 


1950 


FAR EASTERN ECONOMIC REVIEW 


——— 


COMMERCIAL MARKETS 


Trade of Far Eastern Countries 
(in millions of US$) 


Exports from Far Eastern Countries 


Annual January-June 

1947 1948 1948 1949 

Burma — 179.6 110.6 88.6 
China eae 230.6 170.4 99.7 a 
French Indochina 56.2 93.2 39.0 — 
Hongkong 306.5 398.7 175.8 247.5 
Indonesia 128.8 395.2 162.5 253.9 
Japan 173.6 258.6 He) 264.2 
Korea 8.0 18.8 — 7.5 
Malaya “e 608.8 810.6 379.0 371.5 
Philippines 265.5 324.9 174.5 136.4 
Thailand 95.3 203.5 162.6 — 

Imports into Far Eastern Counties 

Burma imide is. See eae SrA — 242.2 173.3 46.6 
Sot is ae 649.5 229.2 138.7 — 
French Indochina 127.2 187.5 74.3 — 
Hongkong 390.4 523.3 247.1 309.7 
Indonesia 286.5 427.6 198.5 245.1 
Japan 526.1 682.6 339.5 490.8 
Korea 197.3 205.7 — 79.6 
Malaya B; 642.9 839.6 425.5 440.4 
Philippines 511.4 518.8 303.0 302.3 
Thailand 112.6 173.9 74.1 —_— 


Trade of Far Eastern Countries with the U.S.A. 


(in thousands of US$) 
Exports from the USA to F.E. Countries 


1936-38 

9-month January-September 

average 1948 1949 
China 32,814 206,520 78,230 
Hongkong 12,528 60,943 88,434 
Japan 183,141 248,470 371,702 
Korea — 52,829 41,204 
Indonesia 16,578 63,191 102,204 
Philippines 57,960 344,935 323,476 
Thailand 2,277 10,914 23,834 

Imports into the USA from F.E. Countries 

British Malay: 130,788 196,258 148,824 
China 22. . 56,259 86,448 77,079 
Japan 125,676 41,808 60,633 
Indonesia 63,441 54,648 88,219 
Philippines 80,496 177,077 164,508 
Thailand 270 37,453 36,078 
Hongkong-Dairen Trade Trade controls are exercised in 


Up to recent weeks only Soviet ships 
plied between Hongkong and Dairen 
but as from the beginning of this year 
a British shipping company has also 
put its vesels on the Dairen run with 
other companies (flying flags of coun- 
tries maintaining official relations with 
Peking) studying conditions and plan- 
ning to participate in this. profitable 
business. The voyage to Dairen and 
back to the Colony takes 40 days (incl. 
loading time in both ports). ‘The first 
‘British steamer calling on Dairen was 
the Inchmay (Jan. 19). At present 
four large firms handle trade between 
Hongkong and Manchuria _ shipping 
eargo to that territory via  Tientsin, 
Chinwangtae and now Dairen. 


Dairen, as in other parts of Manchuria, 
by the Northeast Import & Export Co., 
being the nucleus of future foreign 
trade monopoly in that region. Hong- 
kong exporters obtain in Dairen from 
the official Company 10% commission 
and 15% transport fees over and above 
the wholesale price of the respective 
commodities in the local (Hongkong) 
market. As the latter matter is not 
simple to determine, prices in Hong- 
kong fluctuate quite inordinately, 
traders are able to make an additional 
profit on the _ stipulated wholesale 
commodity price. The Northeast Im- 
port & Export Co. no doubt is familiar 
with the vagaries of Hongkong price 
movements but there is always some 
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means to persuade the official Com- 
pany to accept a higher price as the 
basis for making payment (rather 
bartering Manchurian produce). Ex- 
ports to Manchuria ~comprise mostly 
machinery and parts, industrial chemi- 
cals, raw cotton. Imports into Hong- 
kong from Manchuria are at present 
only soya beans and bean cake. The 
fixed prices for the two articles are at 
present US$135 and US$87 respectively 
(per metric ton, fob Dairen). On this 
basis, local wholesale prices of the two 
articles would correspond to HK$52 
and $33.70 respectively (per picul of 
133.3. Ibs, cif Hongkong). Current 
market prices for soya beans and bean 
cake are respectively HK$56 and 5914. 


Trade between Japan and Germany 


The finalization of the first postwar 
trade arrangement between Japan and 
the three Western Zones of Germany, 
covering the period August 1, 1949, 
through July 31, 1950, and expected to 
total approximately $20,000,000 in two- 
way trade, was announced by SCAP. 
The trade arrangement provides that 
all trade shall be conducted in accord- 
ance with the financial arrangement 


(concluded on September 2, 1949) 
under an open account on a United 
States dollar basis. The financial 
arrangement stipulates that, if at any 


time, the account shows a debit or 
credit balance in excess of $3,000,000, 
the excess shall all become due and 
payable immediately and will be settled 
in United States dollars on demand of 
the creditor. The agreement also pro- 
vides for multilateral trade between the 
two areas and other countries and for 
the transfer of credits arising from 
trade with such other countries, on a 
mutually agreed-upon-basis. <A com- 
plete review of the arrangement will 
be made before April 1, 1950. 

On the basis of Japan’s and Ger- 
many’s requirements and expected 
availabilities, Japan will export to Ger- 
many raw silk, cotton yarn, cotton grey 
goods, whale oil, fish meal, certain 
agricultural products, textile _ma- 
chinery, nonferrous metals, chemicals, 
wood and wood products, paper and 
paper products and some miscellaneous 
commodities in exchange for potash, 
special machinery and parts, certain 
chemicals and drugs, special high- 
grade steel products, ceresine wax, 
hops, lithograph limestones, lining 
stone, pencil clay and a number of mis- 
cellaneous products. ; 

From a commodity standpoint the 
expected trade constitutes, in general, 
a continuation of the prewar pattern. 
In terms of volume, however, the anti- 
cipated trade is considerably less than 
that of the prewar period. In 1930-34, 
the total trade between Japan and Ger- 
many (including Gna eer 
veraged US$37,400,000, annually; in 
1935, ereag amounted to $42,400,000; 
and in 1937, to $63,315,000. When 
consideration is given to price changes 
since the prewar period, the US$20,- 
000,000 trade target appears moderate 
as compared with prewar trade. In 
the prewar period Japan had sizable 
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unfavourable balances in its merchan- 
dise trade with Germany, averaging 
almost $29,000,000 during the 1930-34 
period, $27,000,000 in 1935, and almost 
$38,500,000 in 1937. 


Japanese Import Regulations 


Private imports were established in 
Japan as of January 1, 1950, in con- 
formance with the recent Foreign Ex- 
change and Trade Control Law. A 
SCAP release of December 27, 1949, 
outlines the following changes in the 
return of much of Japan’s import trade 
to normal channels. 

The Supreme Comander has author- 
ized the transfer of control of the 
equivalent of 67 million dollars in 
pounds sterling and US dollars to the 
Japanese Government. The Bank of 
Japan, acting as agent for the Foreign 
Exchange Control Board, will take 
control of these funds for the account 
of the Supreme Commander with full 
authority to delegate and redelegate 
its powers of operation to the Foreign 
Exchange Bank in order to facilitate 
the implementation of private imports 
in accordance with foreign exchange 
control law and under SCAP surveil- 
lance. 

Appropriate government agencies 
will publish lists of goods and pay- 
ments for which ‘import licenses will 
be considered. Importers may apply 
directly to designated foreign exchange 
banks for licenses with which to effect 
private procurements in accordance 
with such lists. 

Licenses will be considered by banks 
in accordance with fund availabilities 
as determined by the Bank of Japan 
as agent for the Foreign Exchange 
Control Board, and in general be issued 
on a first-come-first-served basis. The 
license will assure the importer that 
he may purchase with yen the foreign 
exchange needed to consummate his 
approved import. 

Prior approval of appropriate govern- 
ment agencies is required for specified 
import transactions of a special nature. 
‘These requirements will be relaxed as 
rapidly as possible. 


1950 Coal 
China 


The 1950 coal requirements of North 
China, including the Tsinan and 
Wuhan areas, have been estimated at 
12,000,000 tons by the North China 
Coal Conference. State-owned mines 
are expected to produce 3,800,000 tons 
under ~a quota management system, 
and the remainder of the requirements 
was allotted to provincial and private 
mines. 


Requirements in North 


Indonesian Pepper 

In the third quarter of 1949, the 
pepper trade in Indonesia witnessed 
fantastically high prices with a peak 
of 25 guilders a kilogram (US$2.98 a 
pound) on September 26 for black 
‘Lampong and 35 guilders a_ kilogram 
--(US$4,18 a pound) for white Borneo 
pepper. Whereas basically this price 
increase can be attributed to world 
shortages, unsettled conditions in the 
producing areas and the lack of con- 
fidence in the Indonesian guilder among 
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_ed unimportant. 


the Chinese dealers were contributing 
factors in the domestic market. 

Estimates of the 1949 crop in Lam- 
pong vary. Output probably will not 
exceed 4,000 metric tons, or about 10 
percent of the prewar average. Because 
of unsettled political conditions it was 
impossible to.make an adequate survey 
of the condition of existing pepper 
gardens and the extent of new planting. 

At the end:of August 1949, there 
were 725,100 pepper wines standing in 
Banka compared with 400,000 in August 
1948, and some 12,000,000 vines before 
the war. There is much interest in 
pepper cultivation, and work is pro- 
gressing in the planting of new vines 
and the upkeep of old stands. Lampong- 
type plants are preferred to Banka 
type for new plantings. Production of 
Banka white pepper in 1949 probably 
will not exceed 200 metric tons. 

Production and stocks of pepper in 
Borneo are unknown, but are consider- 
Interest in pepper 
cultivation is reported in East Borneo, 
but a shortage of planting material has 
thus far prevented any extensive de- 
velopment. 

Exports of white pepper from Indo- 
nesia in the first 8 months of 1949 
amounted to 24,730 net kilograms, of 
which the Netherlands took 18,176 net 
kilograms, Singapore 4,415 kilograms, 
and other countries 2,139 kilograms. 
Exports of white pepper in all of 1948 
amounted to 792,473 kilograms, with 
the United States as the leading: cus- 
tomer, taking 438,142 kilograms and 
the Netherlands 281,468 kilograms. 

Exports of black pepper in the Jan- 


uary-August period of 1949 totalled 
2,187,391 kilograms. Singapore took 
1,826,449 kilograms, and the United 


States 330,193 kilograms; the remain- 
der went to the Netherlands and Ger- 
many. Exports of black pepper in all 
of 1948 amounted to 942,525 kilograms, 
with Singapore taking 534,550 kilo- 
grams and the Netherlands 407,975 
kilograms. 


Problems of Far Eastern Rubber 

Industry 

Natural rubber is the No. 1 dollar- 
earner for sterling countries. In 1949, 
the United States imported about 
600,000 tons of natural rubber from 
Southeast Asia. Natural rubber is 
however now selling at pre-war prices. 
Its production and price are unrestrict- 
ed and unsubsidized. It is the key to 
the prosperity of Southeast Asia — 
including over 400,000 independent 
rubber farmers in Malaya alone. In 
addition to being the chief ingredient 
for tires, natural rubber has a rapidly 
growing market in latex foam cushion- 


ing and a great. potential market in 
rubber roads. 
Leading American statesmen and 


economists have been urging overseas 
countries to sell more goods to the U.S. 

They point out that Marshall Aid 
cannot go on forever and that a con- 
tinuing unbalance of trade between the 
U.S. and other countries can end only 
in world bankruptcy and economic 
chaos. Americans obviously do not 
want to achieve a_ balance of world 
trade by cutting down U.S. exports. 
That would lead to depression. The 
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rest of the free world needs U.S. goods. 
A high standard of U.S. prosperity is 
the keystone of an expanding world 
economy, : 

They all come to the same conclusion 
—that the only answer is for the U.S. 
to import more goods! Natural rubber 
alone earned nearly as many dollars 
for the sterling area last year as did 
all of Britain’s manufactured goods. 
And this was in spite of the fact that 
natural rubber was selling to American 
rubber manufacturers this past year at 
less than pre-war prices—while most 
other major agricultural products in 
the world were selling at two or three , 
times pre-war costs. Far Eastern rub- 
ber producers are trying to sell more 
in the U.S., to earn more dollars to 
bridge the gap, to make Marshall Aid 
less needed, to make it possible for 
other countries to buy more U.S. goods, 
and to achieve stability and prosperity. 
among free nations. 


Japan’s Rice Crop 


Japan’s 1949 rice crop was estimated 
by the Ministry of Agriculture and 
Forestry at 9,832,000 metric tons, the 
largest since 1942 when a bumper crop 
of 9,999,000 tons was harvested. The 
1949 crop was described as 5 percent 
above the 1931-40 average production 
which is considered representative of 
prewar years. This crop was also 2 
percent above the 1948 harvest of 
9,617,000 metric tons. 


Thailand Rice 

The Thailand Minister of Agriculture 
states that the 1949-50 rice harvest will 
be much lower than anticipated. 
Officials predict that the exportable 
surplus for 1950 may not exceed 800,000 
metric tons. 

Experts have unsuccessfully attempt- 
ed to reconcile widely divergent 
estimates on acreage planted to rice in 
Thailand, the figures varying from 
7,000,000 to 12,000,000 acres. However, 
an average figure may be obtained by 
multiplying estimated per capita con- 
sumption by total population; adding 
known exports; and dividing by esti- 
mated yields per acre. The use of this 
formula results in an approximate 
figure of 9,325,000 acres which com- 
pares fairly well with the Minister’s 
estimate of about 9,880,000 acres. 

The Minister’s report points out that 
rice acreages have increased by about 
2,000,000 acres in recent years, but 
that this gain has been offset by lower- 
ed per-unit yields and by increased 
national consumption. Thus, it is 
obvious that export surpluses will di- 
minish unless over-all production can 
be increased. 

It now appears that rice acreage in 
Thailand has about reached practical 
limits. The principal opportunity to 
increase acreage is to be found in the 
northern region, but this cannot be 
realized until transportation facilities 
have been more fully developed. 

Additional output from the central 
plain must be brought about principally 
through increasing per-unit yields. 
This can best be accomplished by ex- 
tensive irrigation or water-control locks 
designed to eliminate. losses from in- 


1950 


FAR EASTERN ECONOMIC REVIEW 


adequate water supplies or by flood 
damage. 


It appears that rice exports from 
Thailand will reach a peak in the year 
1949, and that that amount probably 
will not be exceeded for 4 or 5 years. 

Acreages probably will remain 
stationary for some time, but produc- 
tion will vary because of weather 
hazards. 


Japanese Manufactures 


Japan produced 2,099,638,000 hand 
sewing needles in the first 6 months of 
1949. Total production in 1948 amount- 
ed to 1,350,498,000 needles. Continued 
high output is dependent upon exports, 
and the industry is looking toward 
trade at prewar levels. 


Japanese match production totalled 
110,172 match tons in the first 9 months 
of 1949, compared with 180,893 match 
tons in the ‘corresponding period of 
1948. (A match ton is equivalent to 
7,200 small boxes.) 


Japan produced 563,451 watches and 
1,775,246 clocks in the first 9 months 
“of 1949, compared with 410,805 watches 
and 1,309,736 clocks in the correspond- 
ing period of 1948. Production of 
watches and clocks by types, with 
comparable figures for 1948 in pren- 
theses, was as follows: Wrist watches, 
525,246 (333,183); pocket watches, 
28,205 (78,022); alarm clocks, 988,584 
(726,334); desk clocks, 209,242 (208,618); 
and wall clocks, 567,169 (377,784). 
Total watch production in 1948 was 
586,684 units, an increase of 71 percent 
over the 1947 output of 332,590 watches. 
Clock production in 1948 amounted to 
1,824,652 units, an increase of 46 per- 
cent over the 1947 output of 1,246,620 
clocks. 


Japan produced 545,061 bicycles in 
the first 9 months of 1949, of which 
360,033 were complete with tires and 
tubes, and 485,028 were without tires 
and tubes. During the © corresponding 
period of 1948, bicycle production to- 
talled 516,477 units, of which 214,187 
were complete with tires and tubes, and 
302,290 were without tires and tubes. 


Production of sewing machines in 
Japan in the third quarter of 1949 
totalled 76,646 units, compared with 
49,193 units in the corresponding quar- 
ter of 1948. Production for export in 
the third quarter of 1949 was 44,400 
machines, compared with only 2,305 in 
the corresponding period of 1948. 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods 


With a very limited demand from 
China for cotton piece goods, the trend 
towards lower prices continued, Japan- 
ese goods in particular participating in 
the fall; Shanghai piece goods created 
no interest. Prices ruling during the 
week were as follows: Japanese Grey 
Sheeting 2023 which was quoted on 
arrival at $46 per piece dropped to 
$41/$42 per piece, Peacock Grey Sheet- 
ing fell to $47.50 a drop of $1, Always 
Satisfy fetched $46, Dragon & Door fell 
to $44, Fairy Eagle fetched $47, Water 
Duck dropped by $3 to $43 per piece; 
White Cloth, Bat & Tripod fell to 
$43.50, Fountain Hill dropped to $47.50 
and Memorial Pagoda to $47 per piece; 
Transportation Blue Cloth No. 190 fell 
by $1 to $77 per piece. Tai Ming 
Pongee Shirting was an exception to 
the general fall, low stocks causing a 
rise in price from $75 to $78 per piece. 
Cotton Yarn 

Considerable interest was shown in 
the cotton yarn market during the 
week; buyers from Thailand made 
large purchases and dealers from 
Canton_and Swatow also showed in- 
terest though to a more limited extent. 
However, with large stocks on hand in 
Hongkong and supplies on the way 
local dealers do not anticipate much 
improvement in prices, notwithstanding 
the restriction upon the export of yarn 
from India to be imposed as from the 
beginning of February: In 10 counts 
Golden Cow fell to $680 per bale and 
Peacock to $650, while Looms rose to 
$660; in 20’s_ Bellman rose to $1200, 
Blue Phoenix to $1280, Golden Pagoda 
to $1140, Red Vulcan to $1270, Three 
Goats to $1160 and Cocatoo to $980 per 
bale, while Junk brand fell to $1190, 
Six Pagodas to $1230, Tai Fat to $1220, 
Flying Elephant to $1090, Golden Cow 
to $940 and Tiger Hunt to $910 per 
bale; in 32’s Blue Phoenix dropped to 
$1420 and Golden City to $1370 per 
bale; in 42’s Blue Phoenix fell to $1830 
per bale. 

Metals : 

The market for mild steel plate was 
active. Much of the enroute deliveries 
have already been taken up by outport 
buyers, and since enroute deliveries 
are delayed these buyers are purchas- 
ing spot goods in order to ensure 
prompt shipment to destination. Fresh 
supplies, bought more cheaply, are on 
the way to Hongkong, and dealers are 
expecting good profits in consequence. 
The brisk market caused spot prices 
for most specifications to rise. 
and closing prices for 4x 8 ft. mild 
steel plates, per picul,. were as follows: 
1/32” specification $75 and $78; 1/16” 
$60 and $65; 3/32” $55 and $58; 4%” $53 
and $46; and %4” $48 and $50 respec- 
tively. Japanese mild steel bars (40’ 
round mild steel) are being offered in 
the Colony at about $31 per picul, but 
local indentors are showing little in- 
terest, since the Belgian manufacture is 
offered at about the same level and the 
French product is at about $27 per 
picul; moreover, local indentors un- 
animously assert that Japanese pro- 
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ducts are inferior in quality to the 
European, and are far from being able 
to compete in the local market. In the 
past week Tientsin buyers were active 
in purchasing mild steel round bars of 
the 2” specification and above, which 
improved in price in consequence; the 


prices of most lighter specifications 
declined. Closing. prices were: (per 
picul, 40’) %4”, 5/16”, %”, 1%”, and 


13%”, $38; %” to %” $37; 1” and 1%” 
$40; 2”—3” $44; 4” and 6” $55. The 
market for galvanised mild steel sheets 
was uneven: Japanese thin quality 
3’ x 6’ advanced from $6.80 to $7 per 
piece, but Japanese thin G30 3’ x 7’ 
dropped from $8.40 to $8.10 per piece 
and Belgian thin 3’ x 7 . opened at, 
$8.40 and closed at $8.20 per piece; the 
recent arrival of 200 tons of the last- 
mentioned specification so weakened 
the market that dealers at one point 
were offering it at $8.10 per piece, 
though the cost price c.if. Hongkong is: 
over $9. The supply of several speci-- 
fications of thick quality mild steel 
sheets exceeds the demand, with the 
result that British 3’ x 7’ G24 and G26 
dropped from 65 cts. to 62 cts. and 
from 70 cts. to 68 cts. per lb. respec~ 
tively. Stocks of British G28, however, 
were light, and this specification re-- ~ 
mained steady at 80 cts. For the 3’ x 7” 
U.S.A. origin, forward, G26 and G2& 
stood at 61 cts. and 65 cts. respectively, 
While G24 rose from 56 cts. to 59 cts.. 
per lb. 


Both stock and fresh arrivals of 
brass wire have been short recently. 
Local flashlight manufacturers need 
this material so urgently that when no: 
medium-sized brass wire was available, 
dealers processed the heavier quality 
down to the required size at an extra 
$10 per picul. Buyers prefer the Bri-- 
tish make and show no interest in the 
Japanese product even though the 
latter sells considerably cheaper. 
British makes fetched high prices 
throughout the week, the various 
specifications being steady as follows. 
(per - picul): G6-9 $200; G10-12 $230; 
G14-16 $260; G18-20 $280; G22 $300; 
and G24 $340. There was a keen de- 
mand for British aluminium sheets 
from local hardware manufacturers, 
who have large contracts from over- 
seas (particularly South African and 
Indonesian) buyers for several types of 
articles. Most British makes were 
steady through the week, prices per lb., 
3’ x 8’, being: G16 $1.80; G20 $1.90; 
and G22 $2.20. Only the G18 and G24 
specifications dropped slightly, from 
$1.85 to $1.80 and $2.30 to $2.25 respec- 
tively per lb. Japanese 3’ x 8’ G16 
was steady at $1.75, and buyers were 
much interested in en route cargo at 
the low price of $1.60. The local supply 
of aluminium sheets in rolls is very 
light and new arrivals are not expected 
for some time; British coiled packing 
24” sold through the week at $1.80 per 
lb. for G16 and G18, and $2.10 for G24. 
Copper sheets have been selling at good 
prices recently, in view of the limited 
stocks on hand and keen demands from 
North China: British 2’ x 4 G24, 
which sold for $250 per picul a short 
while ago, fetched $280 last week. Most 
of the Australian 4’ x 8’ specifications 
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were steady during the week, the 1/16” 
and 3/32” at $230 per picul and %4” 
at $245, but 5/32” and 3/16” dropped 
from $300 and $245 to $250 and $240 
respectively, while %” rose from $230 
to $270. 
rise in Australian 4 x 4’ square copper 
sheet prices, the 1/32”. specification 
selling for $235 and the 1/16” for $225 
(an advance of $10 over recent quota- 
tions), and future markets are expected 
to be good. Demands from Canton 
raised the price of some types of zinc 
sheets; Polish origin 3’ x 8’ sold at 
$120 per picul for G5 and $112 for G6, 
as compared with the earlier prices of 
$118 and $113 respectively; G7 and G8 
were steady at $123 per picul, and Gd 
and G6 sold forward at $126, but Bel- 
gian origin G5 dropped from $120 to 
$119 per picul. The arrival of a large 


shipment of corrugated roofing iron 
sheets caused prices to drop, when 
Japanese origin 3’ x 8’ specifications 


G24, G26 and G28 sold at 65 cts., 67 cts., 
and 77 cts. per lb. respectively. Macao 
made light purchases, and there was a 
small improvement by the end of the 
week when the same specifications of 
British origin, were selling for 66 cts., 
70 cts. and 77 cts. per lb. respectively. 
Hongkong’s stock of tin plate waste 
was much increased by the arrival of 
a large shipment. Local dealers had 
very light stocks of first quality goods, 
their supplies consisting largely of 
medium and inferior quality and goods 
damaged by water; nevertheless most 
prices remained steady or dropped 
during the week: Bat brand, Weirton 
Steel Co:, U.S.A., 10 x 10” 200 Ibs. 
rose from $82 to $84 per cask; British 
100 lbs. thick was steady at $78 per 
‘case, U.S. Steel Export Corp. with ex- 
port permit, tonnage packing 18 x 26” 
—25 x 28” stood at $80 per 200 Ibs, as 
did Bethlehem Steel Export Corp. 18- 
24” upward tonnage packing. U.S. 
electrolytic tinplate 18 x 24” tonnage 
packing rose to $74 per 200 lbs; 3rd 
quality was steady at $68 per 200 lbs. 
and forward at $67.50 per picul. The 
market for U.S. origin blackplate waste 
was dull; G28 18-24” dropped to 
$30 per picul, while G29-32 was steady 
at $31. There were few buyers for 
barbed wire. French origin 4 barbs in 
3” dropped from $48 to $47 per 1 cwt. 
bundle; French and Japanese origin 56 


lbs. packing both opened and closed at 
‘$24 per bundle. " 


Cement 
Estimates of stocks of cement in 
Hongkong show an amount of about 


30,000 tons, sufficient for three months’ 
requirements. In spite of the relaxation 
by the Dept. of Supplies & Distribution 
of the restrictions upon the re-export 
of cement, stocks continue to grow 
with fresh arrivals from Japan as well 
as other countries. Storage difficulties 
make it advisable for dealers to dispose 
of their stocks as promptly as possible, 
but even lower prices failed to arouse 
much interest in the market: en route 
cargo was offered at $105 per ton for 
delivery within three days, but few 
transactions took place; Japanese 100 
Ib. bags were offered for spot at $5.95 
per bag, a loss against the cost price 
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of $130 per ton c.i. Hongkong. Tien- 
tsin Horse brand in 1 ecwt. bags was 
offered at $6.60 per bag and Taiwan 1 
ewt. bag was also offered forward at 
$6.60, Indochina Dragon brand 1 cwt. 
bag stood at $6.50 and 94 lbs. at $5.80 
per bag, British Blue Circle 1 cwt. bag 
and Polish 1 ewt. bag were offered at 
$7.20 per bag with re-export permit, 
Danish Bate brand 1 cwt. bag fell to 
$14.60 per bag; Green Island Emeral- 
crete rapid hardening cement in 112 lh. 
bags sold on the open market at $8.20 
per bag against the official price of 
$7.80 ex-godown, Emerald brand‘112 
lb. bag sold at $7.40 (official price 
$6.80) and Green Island 94 lb. bag at 
$6.20 ($5.90), Snowcrete imported Bri- 
tish white cement in drums of 375 lbs. 
nett sold at $65 per drum ($55) and 


Snowcem British cement paint in steel 


drums of 112 lbs. nett sold at the usual 
price of $58 per drum ex-godown. 


Paper 

Slackened demands for paper from 
China coupled with continued arrivals 
from abroad, and above all an acute 
shortage of warehouse space making it 
essential for dealers to get rid of their 
stocks, have combined to keep prices 
low: newsprint in roll 52 gr. 31” sold at 
37% cents per lb. and 50 gr. 43” fetch- 
ed the same price, Norwegian 52 gr. 
30” sold at 36 cents and Norwegian 52 
gr. 42” at 37 cents. Newsprint in sheets 
50 lbs. 31 x 43” sold at $20.60 per ream, 
and USSR 45 lbs. 30%, x 4234” at $17 
per ream and 50 lb. quality at $18; 
Japanese 48 lbs. 30% x 42%” sold at 
$18 per ream. M. G. Cap 17% Ibs. 
white fell to $9 per ream and the 
coloured 17% Ibs. to $10.80. Aluminium 
Foil’ was not much in demand and 
prices of some qualities fell: British 
thin quality 4% x 634” was offered at 
$2.20 per lb., Canadian quality at $2.15, 
USA at $2.08 and thick quality at $1.80 
per lb. 


Vegetable Oils and China Produce 
Both supplies and prices of tung oil 
(wood oil) were irregular during the 
week because of the restrictions which 
the Communist authorities have placed 
on exports of this commodity from 
Canton. The small quantities reaching 
the Colony have been sent under special 
permit. Large stocks are being ac- 
cumulated in Canton, and it seems are 
being held in the hope that prices will 
advance in Hongkong, when the Com- 
munist authorities will raise the export 
ban in order to obtain foreign ex- 
change. Tungoil, standard quality, 
opened at $204 on the local market this 
week, rose to $210 and closed at $208 
per picul. The market for teaseed oil 
and rapeseed oil was dull, with few 
transactions. Teaseed oil opened at 
$167 per picul for 5% acid 1. q. and 
closed at last week’s closing price of 
$168; the 4% acid 1. q. was steady at 
last week’s closing price of $190 per 
picul. Rapeseed oil at $100 showed no 
change. Aniseed oil, standard quality, 
sold at $1,050 ver picul, as compared 
with the earlier price of $1,100. The 
groundnut oil market was fairly steady. 
Bombay 1. q. in drums sold a $155 per 
picul. Some 200 tons of Bombay 
groundnut oil offered at about $139.96 
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per picul, are expected to arrive just 
before the Chinese New Year. Cuptze 
(Swatow) 1. q. in tins opened at $ 15 
and closed at $173, buyers fr dis- 
tricts southwest of Macao being the 
market. Supplies continue to be irre- 
gular because of the foreign exchange 


controls now enforced in Swatow. 
There were light stocks of Suitung 
Kwangtung, groundnut oil in drums, 


which continued to improve in price, 
1. q. rising from $155 to $160 per picul. 
Thailand Deer Brand “A” continued to 
decline, opening at $146.50 and closing 
at $145. Tsingtao spot in drums im- 
proved to $138 per picul; 1,000 drums 
of Tsingtao enroute deliveries were 
offered at $135 per picul but aroused 
no interest; buyers are holding back 
since a recent shipment proved to be 
below the specified standard. The 
future market is expected to be firm 
and steady. Groundnuts, shelled, were 
unsteady. The large size, 1. q., opened 
at $95 per picul, dropped to $90, and 
recovered to $92, although 2. q. opened 
and closed at $90 and Indian 1. q..at 
$70, while Thailand 2. q. was steady at 
$65.50 per picul. The gallnuts market 
was dull. Some 86 package of Korean 
gallnuts arrived early in the week but 
aroused little interest, even at the low 
price of $95 per picul. A small quant- 
ity of gallnuts arrived from Hankow, 
giving rise to reports that the Hankow 
authorities have lifted the export ban 
on this commodity. Liuchow, Kwangsi, 
gallnuts opened at $111.50 and closed 
at $110 per picul, with few buyers 
showing interest. 

Despite reduced supplies from 
Kwangsi, the local cassia lignea market 
was extremely dull. Many dealers were 
in need of ready cash because of the 
approach of the Chinese New Year, 
and thus were forced to dispose of 
their stocks at reduced prices. Never- 
theless transactions were very light 
despite the considerable price reduc- 
tions. The 60-catty packing opened at 
$55 and closed at $53 per picul and the 
84-catty packing dropped from $56 to 
$54. West River, Kwangtung, bulk 
packing declined from $55 to $50 and 
the 1. q. bundle dropped from $60 to 
$55 per picul. Whole cassia remained 
steady throughout the week Tung Hing, 
Kwantung, selling at $90 per picul. 
Tung Hing, Kwangtung, unscraped 
cassia opened and closed at $90, and 
Wuion 1. qa. opened and closed at $250. 

The feathers market was slow be- 
cause insufficient supplies are arriving 
to cover demands from the U.S. and 
Europe. The Colony used to receive 
regular supplies from Taiwan, but 
dealers there are now shipping direct 
to the U.S., which has caused a con- 
siderable reduction in the volume of 
Hongkong’s feather exports to the U.S. 
Indochina 1. qa. duck feathers sold at 
$226 per picul, while Thailand produce 
rose considerably, 1. q. increasing from 
vette to $340 and 2. q. from $270 to 

96. 


Ores 

There was little activity in the 
tungsten (wolfram) ore market during 
the week: China 65 deg. and 80% of .65 
deg. opened at $260 and $208 per picul 
respectively, and closed at $265 and 
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Economic Developments 


SHANGHAI 

For the period January 1—9, 1950. 

Following the New Year Holiday, 
January 1-3, there was a sharp upturn 
in commodity prices with the parity 
deposit unit rate reaching the highest 
figure yet obtained. One explanation 
gave heavy buying of commodities as 


$212 respectively. South Korean stand- 
ard quality was steady at $260 per 
picul.- 

The tin ingots market was also dull. 
Hongkong’s tin ingots export trade has 
suffered from the control placed by the 
new ~government on exports of that 
commodity from China. Smuggling is 
being suppressed, with the result that 
Hongkong’s only supplies of China tin 
ingots come in small quantities, via 
Macao; local stocks in consequence are 
extremely light. THe Cdlony’s export 
trade suffered a further setback when 
the authorities in Singapore relaxed 
their restrictions on the export of 
Malayan tin ingots. These are now 
shipped direct to the American market, 
which is offering as little as U.S. 62 cts. 
to 64 cts. per lb., at which price Hong- 
kong supplies of China ingots cannot 
compete. Hoyuen, Kwangsi, 99% and 
China tin, 50% for soldering, were 
steady at $570 and $320 per picul 
respectively; Yunnan 99% opened at 
$570 and closed at $565 per picul; 
Marked Banker, Singapore, 99.75%, 
and China tin 60% and 40% for solder- 
ing, dropped to $590, $370 and $270 
per picul respectively. 


Beans 

In the beans market, prices in gen- 
eral remained steady. Dairen soya 
beans were still actively in demand 
by Singapore buyers; more than 1,500 
bags of 2. q. were taken in one day. 
"The price of 2. q. rose from $50 to 
$50.50 per picul, while 1. q. (new) 
opened at $53.50 afd closed at $51.50. 
Taiwan buyers purchased Kalgan green 
beans; 1. q. opened at $47 and closed 
at $48 per picul. Beancakes remained 
at last week’s level of $39.50 per picui, 
1. q., though Taiwan buyers took large 
quantities. Other opening and closing 
prices, per picul, were: Tientsin 2. q. 
black beans, $41.50 and $39; Tientsin 
1. gq. red beans, both $55; and Haiphong 
1. q. white string beans, $60 and $58. 


Eggs 

Heavy arrivals of fresh eggs from 
Tsingtao, Hunan, Tientsin, Swabue and 
South Korea drove down the prices of 
practically all types on the local market 
this. week. Representative opening and 
closing prices, per hundred, were: 
Swatow 1. q., Sanmei and Kaptze 1. q. 
hen eggs, all $16 and $15.30 respective- 
ly; duck eggs, 1. q.: Sanmei, $15.20 and 
$14.70; Kaptze, $14.80 and $14; Chu- 
chow, $14.20 and $13.80; Swatow, $15.20 
and $15. In contrast te these declines, 
Tung Kwoon and Shekki duck eggs 
rose from $17.80 to $18.20 and from 
$18.30 to $18.50 per hundred, 1. q,, 
respectively, while Haihow 1. q. salted 
eggs were steady at $20.50, as compared 
with last week’s price of $21.50. 
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in Shanghai & Tientsin 


the reason, since the local press exhort- 
ed the people to buy the newly-issued 
Victory Bonds. 

Banking and Finance.—lIn its efforts 
to encourage the purchase of these 
bonds, the Bank of China announced 
uniform exchange rates throughout the 
country for overseas remittances used 
to buy bonds. The rate quoted for US 
dollars was PB$23,000 and for pound 
sterling as PB$64,000, both of which 
are above the prevailing telegraphic 
transfer rates in Shanghai of PB$21,000 
and PB$50,000, respectively. 

After the authorities announced a 
price of PB$620,000 for gold to buy 
Victory Bonds, however, the black- 
market rate for gold went from PB$ 
680,000 per ounce on January 5 to PB$ 
750,000 on January 9. 

Official foreign exchange rates .for 
both currency and commercial drafts 
remained unchanged through January 
9. It is believed that the official US 
dollar rate will remain static until there 
is a rise in the black-market rate. 

By January 9, the parity deposit unit 
rate was up to 3,368, an increase of 377 
over December 30. As the US dollar 
exchange rate remained unchanged, the 
ratio between the pardep unit and the 
ree thus was revised downward to 
6.21. 

Foreign Trade:—At the élose of De- 
cember import licenses issued by the 
East China Foreign Trade Control 
Bureau aggregated US$16,103,077. The 
bulk of this total was comprised of per- 
mitted imports (included under Sche- 
dule 1 of the trade regulations). These 
were broken down as follows: Produc- 
tive goods, $1,978,000; petroleum and 
other lubricants, $1,135,000; chemical 
raw materials $7,862,000; metals and 
mineral ores, $1,250,000; fibers, $1,810,- 
000; and for daily necessities, $1,586,000. 
Special permitted goods (included un- 
der Schedule 2) were valued at 
US$157,000. Of the above total, private 
foreign exchange accounted for US$10,- 
975,000; old KMT import licenses, 
$2,095; “link exports,” $2,344,000; bar- 
ter, $31,000; and foreign exchange sup- 
plied by communist authorities, $2,656,- 
000. 

A complete breakdown by import 
categories under Schedules 1 and 2 was 
not available except for productive 
goods and chemicals, the principal 
items. of which follow (in US$000): 
Productive goods: prime movers, 680; 
steam boilers, 539; textile machinery, 
211; paper-making machinery, 158; elec- 
tric power machinery, 150; machine 
tools, 52; machinery, n.o.p.f., 44. Chemi- 


TIENTSIN 
For the period December 23—29, 1949, 
Foreign Trade: — Consular declared 


exports from Tientsin to the United 
States in December 1949 totalled US$2,- 
176,359. Of this total, woollen carpets 
aggregated $458,101 or 22 percent; 
sheep’s wool, $307,575 or 15 percent; 
raw furs $263,692 or 13 percent (of 
which kolinski made up $75,589, goat 
$58,110, weasel $35,291, and kid, $34,- 
151); dried egg yolk, $235,437 or 12 per- 
cent (no albumen declared); wool cash- 
mere, $138,002; shelled walnuts, $128,- 
492. Other items included: Sausage 
casings, $104,264; strawbraids, $85,392; 
horsehair, $45,558; and bristles, $44,495. 

For purposes of comparison, the 
September, October, and November de- 
clared exports totalled $1,618,572, $1,- 
371,818, and $1,543,521, respectively. 
The marked increase in the December 
exports over prior months was prob- 
ably due to the favourable exchange 
rate established in the early part of the 
month. 

For the week ending December 24, 
foreign exchange transactions totalled 
US$723,654, £51,552, HK$1,246,728, and 
R. 400, or the equivalent of $1,067,561 


cals dyestuffs, 317; aniline dyes, 858; 
artificial indigo, 326; paraffin wax, 292; 
antibiotics, 102; sulpha drugs, 101; 
medicines, drugs, ete., 153; dyes, pig- 
ments, tanning materials, n.o.p.f., 62; 
resin colophony, 81. 

The East China Foreign Trade Con- 
trol Bureau permitted the export abroad 
of bristles that had been contracted for 
prior to December’ 4, the date on which 
bristle -exporters had to register their 
shipments with the Chinese Customs. 
Registered bristles on January 1 in- 
cluded: 111,063, pounds of Shanghai No. 
17 assortment; 43,560 pounds of Tien- 
tsin No. 55 assortment; and 6,665 pounds 
of Hankow No. 17 assortment. 

Cotton: Imported raw cotton is to 
be granted a 50 percent freight reduc- 
tion until June 30; the original deadline 
for this concession was December 31. 
In addition; any foreign cotton imports 
licensed between January and March 
are to be admitted duty-free. 

Commodities: — The recent buying 
spree sent all commodity prices up with 
rises in turnover averaging 25 percent. 
Dumping operations cost state trading 
companies the equivalent of US$453,000 
on January 5 alone in an effort to halt 
the rise. This resumption of the infla- 
tionary spiral is shown in the following 
table of leading staples on January 9, 
1950 as compared with those on Decem- 
ber 27, 1949: 


Change over 


Commodity Unit December 27 January 9 prior date 
P.B.$ P.B.$ (Percent) 
Rice (1st grade) 172 lb. 140,000 200,000 7 42.86 
Flour 49 lb. bag 48,000 56,000 +. 16.67 
Pork Catty 4,000 4,800 7 20.00 
Beef Do 3,800 4,400 7 15:79 
Oil (soybean) Do 3,600 4,000 He Aah gilat 
Bricks (briquettes) Do 215 215 — 
Cloth 40 yd. bolt 140,000 160,000 np ata toalat 
Sugar Catty 4,200 4,300 288. 
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representing an increase of $70,000 over 
the previous week. Sales occupied 96 
percent of the total as compared with 
3.5 percent for purchases. Exports 
were mainly furs and skins, dried 
fruits, wool, casings, and rugs. 

Finance: — Official foreign exchange 
rates were revised on December 23 to 
PB$23,000 for US dollar drafts and 
commercial’ paper (20,700 for cur- 
rency); PB$64,400 for pound sterling 
instruments (42,933 for notes); and 
PB$3,498 for Hongkong dollar drafts 
(2,098 for currency). The Bank of 
China in Tientsin also published the 
first ruble rate at PB$4,339 (equivalent 
to US$0.188) at the same time confining 
remittances of this currency to govern- 
ment organizations. 

Commodities:— While prices of lead- 
ing staples continued to reveal increases 
as measured by local currency, the US 
dollar equivalents of such prices show- 
ed a drop. While the retail price of 
rice advanced from PB$1,050 a catty 
on December 22 to 1,100 on De- 
cember 29, the US dollar equivalent re- 
mained at 5 cents on both dates. The 
retail price of flour rose from PB$54,000 
per 49-pound bag on December 22 to 
56,000 a week later, while the US dollar 
equivalents dropped from $2.57 to $2.43 
respectively. The wholesale price of 
cloth also dropped from US$6.57 to $6.08 
per bolt, while the local price went 
from PB$138,000 to 140,000 on these 
respective dates. 

The Nankai University’s Economic 
Research Institute announced on De- 
cember 20 that the general commodity 
price index was 14,039,375, a 0.74 in- 
crease over the previous week. 


Reports from Taipei 


' Finance:—In a statement issued by 
Provincial Finance Commissioner (H. 
D. Jen) on Taiwan’s year-end economic 
position, total provincial revenue 
through December 29 was reported at 
NTY 80,004,097, while total expendi- 
tures were NTY 74,090,765. The Bank 
of Taiwan’s note issue as of December 
31 totalled NTY 197,628,170 (nearly 
equal to the legal limit of NTY 200 mil- 
lion). It was noted that increases in 
the note issue were due to advances 
made by the Provincial Government for 
National Government expenditures 
(NTY=New. Taiwan yuan or dollar). 

Foreign Trade: — Reduced import 
duties, effective January 1, were an- 
nounced as follows: On vegetable oil 
from 100 to 20 percent; raw cotton, 
exempted for one year; on cotton yarn 
from 50 to 5 percent; on cotton cloth 
from 65 to 20 percent; on ferrous sul- 
phate (for fertilizer manufacture) from 
20 to 5 percent; and on iron plates from 
17.5 to 12.5 percent. 

Coal Production:—The provincial go- 
vernment coal committee reported that 
Taiwan’s coal consumption and exports 
(including bunkers) totalled 91,394 
metric tons in November 1949, as fol- 
lows: Local consumption, 73,341 tons; 
ships’ bunkers, 14,804 tons; and exports, 
3,249 tons. The coal-production goal 
for December was set at 85,000 tons; 
total requirements were expected to 


ECONOMIC DEVELOPMENTS IN SOUTH KOREA 


1. SEPTEMBER REPORT 


The Republic of Korea’s agricultural 
outlook continues to be good, the sum- 
mer-grains purchase goal of 700,000 suk 
(approximately 100,000 metric tons) 
having been exceeded by 5 percent dur- 
ing September; soybeans, grain sorg- 
hums, and pulses were expected to 
exceed the 1948 production by as much 
as 25 percent; and the 1949 rice crop 
still is estimated at about 14,800,000 
suk (1 suk=5.1 bushels). 


The Korean Government, however, 
has reduced its proposed 4,300,000-suk 
rice purchase program to 3,500,000 suk 
in an effort to minimize the inflation- 
ary impact of official rice purchases. It 
will attempt to reduce its cash outlay 
to about 15,000,000,000 won by the 
maximum use of incentive goods to 
meet the proposed purchase price of 
11,100 won per suk, which is approxi- 
mately one-half the current open- 
market price. Under this plan the 
farmer would receive about one-third 
of the purchase price in cash and the 
remainder in incentive goods, particu- 
larly cotton cloth and fertilizers. It is 
questionable, however, whether the 
Government can produce _ sufficient 
quantities of incentive goods at the 
time of the rice purchases without re- 
sorting to redeemable certificates for 
incentive goods, -taxes, cash, or other 
measures which may prove less attrac- 
tive to farmers than open-market sales. 

As a result of the proposed _ rice- 
purchase reductions, the Government 
plans to reduce to half the present 
ration rolls of approximately 4,000,000. 
At the same time, however, Korea is 
proposing a 40,000-metric-ton increase 
in the scheduled 100,000 tons of rice 
exports to Japan under the terms of 
the trade arrangement between the two 
countries. Although Japan is reported 
to be interested in buying as much rice 
as Korea can supply, price undoubtedly 
will be a prime factor in the deter- 
mination of the quantity exported. 


Mineral Production:—Coal output in 
the Republic of Korea of both anthracite 
and lignite in the Government-financed 
mines during the month of August was 
estimated at 69,802 metric tons. If 
anthracite production in the private 
mines is assumed to be about 5,000 tons, 
as was the case in June of 1949, then 
total production in the month of August 
for both Government and private mines 
would approximate 75,000 tons (pre- 
viously estimated at 85,000 tons), or 
about 10,000 tons less than the July 
estimate of 85,000 tons. Although 
figures for September are not yet avail- 


amount to 145,800 tons. The difference 
was to be met from stocks on hand. 
The Taiwan Coal Production and 
Marketing Committee has decided to 
limit 1950 production to 1,200,000 tons, 
a reduction of 480,000 tons from the 


1949 production goal and 449,000 tons : 


below the 1948 output. The cut-back 
is believed to arise from difficulties in 
pa ae for the export of surplus 
coal, 


able, preliminary estimates indicate 
that coal output during that month has. 
fallen below the August level. i" 

Other mineral production during 
August was generally below the July 
level, with the only appreciable in- 
crease being registered in tungsten. 
Production of tungsten ore was 141 
metric tons or about 26 tons above the 
July output. The metal content of this 
tungsten ore was recorded at nearly 89 
metric tons, reflecting an increase of 15: 
tons above the July figure. Production 
of other minerals included the follow- 
ing: Amorphous graphite declined from 
4,682 metric tons in July to 4,193 in: 
August; electrolytic copper (metal con- 
tent) declined from 37.1 tons in July 
to 25.3 in August; gold, from 5.2 kilo-- 
grams to 4,27 kilograms; and silver 
remained at 8.4 kilograms. There was 
no production of lead or zinc in either 
July or August. 

Electric Power and Industry:—Elec- 
tric-power output in the Republic of 
Korea during September amounted to 
58,104,912 kw.-hr., or an average load 
of 78,098 kw. Increased production in 
hydroelectric plants compensated in 
large measure for the shut-down of the 
Pusan Steam Plant, necessary because 
of repairs, and for the small volume of 
coal deliveries to the Yongwol Plant. 

Industrial production during August 
increased markedly over that of July, 
cotton cloth, machine-made paper, and 
salt having registered the major gains. 
Output of machine-made paper in 
August reached an all-time high of 783 
metric tons as compared with 488 tons: 
in July, and cotton-cloth production 
increased 700,000 metres to an August 


output of 4,900,000 metres. September 
output was estimated at 6,200,000 
metres. The -Government is planning 


to purchase the entire cotton cloth pro- 
duction for the period September- 
December 1949 (at a reported price of 
160 won per yard,as compared with 
about 830 won per yard in the open 
market) for use in the rice-purchase 
program. ee 
Increases in industrial production 
from July to August, as reflected in 
index numbers (1948 monthly average 
=100), were as follows: Cotton cloth 
rose from 200 in July to 233 in August; 
cotton yarn, from 181 to 219; machine- 
made paper, from 180 to 290; fire brick, 
from 149 to 176; common brick, from 
295 to 425; pottery, from 185 to 244; 
bicycle tires, from 116 to 175; oxygen 
from 57 to 105; cigarettes, from 146 to 
172; cut tobacco, from 98 to 118; pro- 
duction of clinker stood at 251 and that 
of carbide at. 285. “i. 
Finance:—The inflationary pressures 
in the Republic of Korea increased in 
September with the continued heavy 
deficit Government spending. ©The 
Government debt is estimated to have: 
increased by 6,900,000,000 won in Sep- 
tember, exclusive of borrowings to pay 
for aid commodities. According to 
present estimates, the over-all Korean’ 
Government budget (exclusive of the 
ECA supplementary budget) indicates 
an excess of expenditures over estimat- 
ed revenues during the fiscal year 
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“March 31, 1950, of 44,100,000,000 won. 
In addition to the ECA supplementary 
budget, there are other proposed regu- 
lar and emergency supplementary bud- 
gets. of approximately 13,800,000,000 
won, 

Currency in circulation increased 
from 47,200,000,000 won on September 
1, 1949 to 49,100,000,000 won on Sep- 
tember 30 and reached an _ all-time 
high of 51.600,000,000 on October 5. 
Even with the Government’s proposed 
reduction in fall rice purchases, if the 
incentive goods program of partial 
payment for rice is not resorted to, 
then the note issue may be increased 
by as much as_ 38,000,000,000 won at 
the proposed price of 11,100 won per 
suk for rice. The Government hopes, 
however, to hold its cash outlay for rice 
to 15,000,000,000 won and to use in- 
centive goods to make up the difference. 
Retail and wholesale prices rose in 
September with major increases in 
fuels, textiles, and protem foods. The 
open-market price of rice at the end of 
September rose to about 68 won per 
pound as compared with 65 won per 
pound in August. 

Foreign Trade:—Revised foreign- 
trade figures for August place Korea’s 
trade at US$1,121,000 for private im- 
ports and approximately $5,500,000 for 
imports financed by ECA. Exports 
were reported at $798,000 on a private 
level and at $2,000 on a Government 
level. Exports consisted chiefly of 
marine and textile products, whereas 
«chief private imports were newsprint, 
raw rubber, cotton yarn and thread. 
Private trade in August was conducted 
chiefly with Hongkong. 

The import-quota system for indivi- 
dual Korean traders, as well as the tie- 
in import regulations, which went into 
effect on July 1, 1949, were abolished 
as of October 1, 1949. The tie-in regu- 
lations required traders to import twice 
as much of essential items as they pro- 
posed to import of the more profitable 
and less essential items. This regula- 
tion made it difficult for importers to 
operate, and stimulated smuggling. - 

Railways:—As the country has been 
divided by the 38th parallel following 
liberation, South Korea contains 2,557.8 
kilometers of Korea’s total 5,012.5 kilo- 
meters of railroad and 387 stations 
out ef 680 stations throughout the 
country. A 15-year program designed 
to develop transportation facilities was 
put into force in September, last 
year, at an enormous cost. The 
program already is showing tangible 
results in the improvement of trans- 
sportation, Three main objectives of 
the land transportation program are 
to facilitate economic self-sufficiency, 
to insure that transportation facilities 
meet changing conditions in the couvn- 
try, and to normalize ordinary trans- 
portation. It provides for the building 
of coal-carrying railways radiating from 
Samchuk, and. such railways as a 77.4- 
km. spur between Jungpyong and In- 
chon, a 32.6-km. line between Jumchon 
and Pyongchun, 38.6-km. between 
Bupyung and Inchon, 31.0-km, between 
Ijungpu and Nungkok, 178.9-km. be- 
. tween Pohang and Samchuk, 79-km. 
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between Chinju and Sunchon, 28,8-km. 
between Kaeyang and Samchunpo and 
12.0-km.. between Mipyung and Sinwol, 
The total projected raliroad reaches 
479.7-km. and the estimated construc- 
tion cost is 16.2 billion won. Construc- 
tion of the railways linking Samchuk 
with Tanyang, Yungam and Yungwol is 
nearing completion of their first stages. 
Materials including 500,000 _ sleepers 
have been supplied to repair the trunk 
line between Seoul Pusan and other 

Up to now, 60,000 tons of Japanese- 
produced coal have been used every 
month to operate trains in South Korea. 
The use of foreign coal will be limited 
in the future, and the quantiites of 
Japanese coal used will be reduced 
from 60,000 to 40,000 tons, the balance 
being supplied by domestic production. 


* * % 


Il. OCTOBER REPORT 


The Government of the Republic of 
Korea has not as yet implemented its 1949 
program of purchasing 3,500,000 suk 
of rice (1 suk—5.1 bushels), although 
about 75 per cent of its estimated 
14,730,000 suk of the 1949 rice crop has 
already been harvested. Reasons for 
the delay in the implementation of the 
purchase program concern Govern- 
ment’s difficulty in formulating a finan- 
cing plan which will involve an ab- 
solute minimum of cash outlay and a 
maximum use of incentive goods. 
Currently, the Government is consider- 
ing a plan whereby the farmer will re- 
ceive for each 54-kilogram bag of top- 
grade rough rise he sells to the Govern- 
ment, 1,300 won in cash, a 1,000-won 
certificate redeemable in fertilizer and 
two yards of cotton cloth. The plan in- 
cludes the reduction of total cash out- 
lay for rice purchases to 11,700,000,000 
won. Although the Government direct- 
ed that the present ration rolls of 
approximately 4,000,000, be cut to 2,- 
000,000 persons as a measure to im- 
plement its proposed reduction in rice 
pnrchases from 4,300,000 suk to 3,500,- 
suk, this reduction in ration rolls has 
not as yet been effected. 

Mineral Production:—Revised estim- 
ates of total coal production in 
the Republic of Korea for _ the 
month of September, previously 
estimated at less than 75,000 tons place 
total output at 86,986 metric tons. 
Production in the major Government 
mines accounted for approximately 
76,928 tons of anthracite and 4,058 tons 
of lignite, while anthracite output at 
the private mines is estimated at 6,000 
tons. Statistics on the production of 
other minerals in September is not as 
yet available, although production con- 


‘tinued at a uniformly low rate with a 


modest increase in tungsten output. 


Electric Power:— Allocations of 
electric power for factories and home 
consumption were reduced in Oc- 
tober as a result of a decline in total 
output below the September level. 
Total output in October amounted to 
53,445,420 kilowatt-hours, or an aver- 
age load of 71,835 kilowatts, 52. per 
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cent of which came from thermal 
plants, 25 per cent from oil plants, and 
23 per cent from hydroelectric plants. 
The drop in October electric output 
was due mainly to a decline in hydro- 
electric generation, the decline being 
attributable to the light rainfall during 
the month. In_addition, the Pusan 
Steam Plant, which was shut down 
for repairs in September, did not re- 
sume operations until early November; 
and an oil power barge was out of 
production for about 2 weeks for 
repairs. The failure of the Govern- 
mtent-directed power companies to 
charge sufficiently high rates to cover 
the ordinary operating costs is one of 
the chief reasons for the retarded 
electric-power development in Korea. 
Prospects for stepping up total power 


production, however, are good as a 
result primerily of increasing coal 
supplies being made available by 


truck to the Yongwol Thermal Plant. 
It is estimated that total power out- 
put during November and December 
will increase to 89,000 and 91,000 kilo- 
watts respectively, the anticipated in- 
creases being occasioned chiefly by the 
improved conditions at Yongwol. 

Industry:— Industrial production 
during September and October  con- 
tinued its upward trend, registering its 
major increases in cotton cloth and 
machine-made paper. The production 
of 938 metric tons of machine-made 
paper in September established a new 
postwar high, being 200 metric tons 
higher than the previous post-libera- 
tion high of 783 tons in August of 1949. 
A new postwar high in cotton cloth 
production of 6,277,000 meters . was 
also established in September, ex- 
ceeding the previous post-war maxi- 
mum production of 5,240,000 meters in 
May of 1949. 


Industrial Production of Certain Major 
Commodities in the Republic of Korea, 
1948 Monthly Average and August and 


September 1949 
1948 


monthly 1949 
Commodity average Aug. Sept. 
Flour metric tons 1,734 1,743 938 
Noodles do 228 269 123 
Cotton yarn do 493 1,083 1,335 
Cotton cloth 1,000 meters 2,108 4,959 6,277 
Paper metric tons 271 783 938 
Coal briquettes do * 6,394 16,094 17,891 
Cement do 1,446 — 2,784 
Clinker do 1,591 4,000 1,120 
Common brick do 3,290 14,000 14,500 
Fire brick do 454 800 950 
Porcelain and pottery 
1,000’s 626 1,532 1,550 
Rubber products: 
Boots and shoes 
1,000 pairs 2,404 3,460 3,335 
Rice rollers pairs 4,343 1,650 4,761 
Bicycle tires 
thousands 14 51 46 
Bicycle tubes do 19 127 141 
Electric insulators 
do 8 126 150 
Carbide metric tons 216 626 240 
Oxygen cubic meters 82,146 86,349 99,696 
Salt metric tons 7,498 36,567 14,737 
Cigarettes do 331 572 664 
- Cut tobacco do 597 705 832 
Finance:—The financial situation 


continued to deteriorate during Octo- 
ber with continued deficit spending and 
its consequent inflationary pressures. 
The expenditures of the Government 
for the period September 30 to October 
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25 totaled 5,396,000,000 won (not in- 
cluding a special Government loan of 
600,000,000 won to the Ministry of 
Communications), whereas revenues 
were approximately 958,000,000 won, 
bringing the Government's overdraft at 
the end of the period to about 77,900,- 
000,000 won, Revenues continue at a 
uniformly low rate. 

Currency in circulation on October 
31 amounted to 53,300,000,000 won com- 
pared with 49,100,000,000 won on 
September 30, an increase in circula- 
tion of 4,200,000,000 won. In an effort 
to reduce inflationary pressures, the 
Government plans to hold its expendi- 
tures for fall rice purchases to 11,700,- 
000,000 won, although no final de- 
cision has as yet been reached on 
this figure. Commodity prices, parti- 
cularly these for fuel and textiles, rose 
sharply during October; rice prices 
rose by 3 per cent despite appreciable 


quantities appearing on the open 
market, 
Foreign Exchange:— .The. Korean 


Foreign Exchange Bank (KFEB) on 
October 31, 1949, announced the in- 
stitution of regulations concerning for- 
eign exchange auction sales. These 
regulations provide that persons hold- 
ing import or foreign exchange licenses 
may purchase or sell foreign exchange 
through sealed bids and offers at auc- 
tions to be held periodically by the 
KFEB. The rate at which dollars ex- 
change for won under the auction 
system should give some indication of 
the international value of the won and 
reduce the present spread between 
the “market” rate of 900 won to US$1 
and the open market rate of 2450 won 
to US$1 for greenbacks. These auction 
rates may also have some bearing upon 
the rate at which deposits are made 
into the ECA counterpart fund. The 
present rate of exchange for Govern- 
ment transactions, including the rate 
at which counterpart fund deposits 
are made, is 450 won to US$1. The 
ECA Mission has recently requested 
the Government of Korea to change 
this rate to 500 won to US$1 as a 
measure to relieve inflationary pres- 
sures. 


Foreign Trade:—Representatives of the 
Republic of Korea and of SCAP on be- 
half of Japan, met in Seoul in October 
to review the Korea-Japan Trade Ar- 
rangement in its first 6 months of 
operation. The trade talks were con- 
cluded on October 14, and the repre- 
sentatives agreed to make the follow- 
ing recommendations to the authori- 
ties in their respective countries: (1) 
That private Korean traders be au- 
thorized to use foreign exchange de- 
rived from exports to Japan or other 
countries as well as foreign exchange 
made available by the KFEB (except 
foreign exchange of the ECA and the 
Korean Government) to import from 
Japan any items covered by the 
present trade plan; (2) that the For- 
eign Exchange Control Board provide 
private Japanese traders with foreign 
exchange to import from Korea any 
items included in the present trade 
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plan; and (3) that each country grant 
licenses freely for the import or export 
of goods “specified” in the plan. The 
purchases of nonspecified items in the 
trade arrangement (the “all other 
commodities” category), however, 
would be limited to about US$3,919,000 
in the case of Korea and $3,770,000 in 
the case of Japan. It is anticipated that, 
if the recommendations are adopted, 
there will be an expansion of Korean- 
Japanese trade, a reduction of govern- 
mental control over this trade, a re- 
duction in Korean-Japanese smug- 
gling, and a reorientation of Korean 
private trade from Hongkong to Japan. 

Statistics on trade between Japan 
and Korea under the trade plan from 
April 1 through September 30, 1949, 
place Korean imports from Japan at 
US$6,944,276 and exports to Japan at 
$2,594,076. Imports from Japan during 


this period consisted principally of 
coal, automobile tires and _ tubes, 
cement, electrical supplies, and 


machinery, whereas exports to Japan 
ouring the same period included laver, 
graphite, shrimp, and ‘anchovies. 

Total imports into the Republic of 
Korea from all sources in September 
1949 were valued at $6,488,000, of 
which $1,373,000 were on a private 
level, while total exports were valued 
at $1,085,000, of which $1,040,000 were 
cn a private basis. The chief private 
imports in terms of value were raw 
rubber, cotton yarn and thread, news- 
print, and rayon thread, while chief 
private exports consisted of dried) fish, 
shellfish, fibers, and bristles. Private 
tradi continued ‘to be conducted 
chiefly with Hongkong. 

Position of Film Industry:—Although 
the Republic of Korea has given its 
approval for the importation of motion- 
picture equipment, foreign exchange 
is not available and theater owners are 
still operating mainly through use of 
improvised repair parts plus a few 
genuine parts imported on a cash 
basis from Japan, the original source 


_ of most of the equipment. 


There are 116 motion-picture thea- 
ters in Southern Korea, a number of 


which have no projectors and rent 
equipment when, movies are to be 
shown, Japanese equipment, although 


most familiar to Korean operators and 
usually cheaper than other foreign 
makes, is not necessarily preferred. 
The mechanical superiority of United 
States equipment is appreciated, and 
it is believed that if foreign exchange 
were available Korean theater owners 
would buy it. 


Only two studios are in active opera- 


tion; the Chosun Yungwhasa and the 
Motion-Picture Section of the United 
States Information Service, both in 


Seoul. The latter bas one stage ap- 
proximaely 100 feet long, 20 feet high, 
and 25 feet wide. Other Korean film 
producers, of which there are 11, use 
the Chosun Yungwhasa’s studios. Pro- 
duction since August 15, 1948, is esti- 
mated at about five 35-mm. films and 
ten 16-mm, films. 
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The Office of Public Information of 
the Korean Government plans to de- 
velop its own motion-picture pro— 
ducing facilities. These plans hinge on. 
budget approval, availability of Gov- 
ernment-held foreign exchange, and 
approval of exchange allocation for 
this category by the ECA Mission 10 
Korea, The acute shortage of foreign. 
exchange makes it unlikely that the 
Korean Government or the ECA Mis-- 
sion will approve its use for this pur- 


pose. 


Marine Transportation:—The Korean 
mercantile marine carried 8,075 tons. 
of coal from Mukho during the 
first week of July and a total _of 
27,404 tons of coal was carried 
from Mukho during the month. Among. 
the craft belonging to the mercantile 
marine, Baltic ships are under repair In. 
Japan, while some LST ships have 
been chartered by the government to: 
be used by the Army and the Navy. 
During the last week of July, ECA ships 
carried 3,800 tons of supplies to various. 
small ports in Korea. A special oil 
tanker carried about 5,000 drums of 
diesel oil from Pusan to the Mokpo 
power plant. 


South Korean Approved 
Export & Import 
Commodities 


Republic of Korea: Approved Export 
Items 


All traders shall file application for 
Quota with the Bureau of Foreign 
Commerce one month before the be- 
ginning of each quarter (lst quarter 
from January to March). “Quota in 
Quantity” for the programmed com- 
modity and “Quota in Value” for the. 
other commodities will be given to the 
traders before the beginning of each 
quarter. Preliminary approval shall be 
obtained for import under the “Quota 
in Value” before the goods or com- 
modities arrive in Korea. 

1. Marine Products:—(1) Agar-agar 
(except 1949 crop) (2) Laver (3) Dried 
fish (4) Fish livers. 

2. Fruits, Nuts and Vegetables:— 
(1) Apples—limited amounts (2) Pears 
(3) Chestnuts and Pinenuts (4) Gall- 
nuts (5) Taro. 

3. Ores and Minerals:—(1) Meclyb- 
denum (2) Manganese (3) Cobalt (4) 
Kaolin (5) Tale (6) Graphite (7) Zine 
ore (8) Beryllium (9) Fluorite (10) 


Silica sand (11) Prophyllite (12) 
Monozite (13) Asbestos (14) Ferro 
tungsten, 


4. Handicrafts:—(1) Lacquer ware 
(2) Grass ware (3) Embroideries (4) 
Art work (5) Potteries and clay manu- 
factures. 

5. Silk (raw, waste and manufac-— 
tured). 


6. Furs. 
7. Buttons and blanks. 
8. Ginseng. Export of red ginseng 


controlled by Monopoly Bureau. 
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Report from Burma 


A comprehensive sales tax, establish- 
ed by the General Sales Tax Act, the 
only new tax measure to be introduced 
by the Government of Burma in the 
current fiscal period (October to Sep- 
tember), became effective on Novem- 
ber 1. The initial effect of this measure 
was to cause general retail-business 
stagnation and _ confusion. A very 
large proportion of retail stores in 
Rangoon, where the tax is first being 
applied, including the larger depart- 
ment stores, as well as the pavement 
stalls in the bazaars, remained closed 
for 2 or 3 days. Some suspended busi- 
ness to readjust their prices, others be- 
cause of ignorance of the operation of 
the tax and is implications. Open 
shops did not follow any given tax 
policy. 

The new tax measure imposes two 
types of levy: A so-called luxury tax 
and a tax on total turn-over. The 
luxury tax is a single-point tax pay- 
able at the point of first sale in 
Burma, usually by an importer, at the 
rate of 1 anna for every rupee (16 
annas). (One rupee equals US$0.21) 
Commodities affected by this tax are 
largely imported goods, consisting for 
the most part of luxury products, but 
including also motor vehicles, electri- 
cal equipment, chemicals, paints, iron 
and steel products, and office equip- 
ment. This luxury tax is to be paid 
by the particular dealer only on his 
annual turn-over of these specific com- 
modities. 

The General Sales Tax Act imposes 
on all dealers a total sales or turn- 
over tax on the total annual turn-over 
of all commodities at a rate of 1 anna 
for every rupee. The act defines 
“dealer” as “any person who carries 
on the business of selling or supplying 
in the Union of Burma whether for 


Approved Import Items 


The importation of luxury goods will 
not be permitted. 

Preliminary approval shall be obtain- 
ed for import under the “Quota in 
Value” before the goods or commodities 
arrive in Korea. 

1. Rice, grains, flour 2. Rubber (raw 
— smoked sheets) 3. Cotton (raw, 
thread, yarn) 4. Fertilizers 5. Petroleum 
and petroleum prcducts 6. Raw Hides 
7. Raw materials for matches 8. Raw 
materials for light bulbs 9. Vegetable 
oils (edible oil excluded) 10. Wood, 
timber and bamboo 11. Raw manila 
hemp and rope 12. Sulphite pulp 13. 
Newsprint 14. Paper (for printing and 
wrapping — stationery excluded) 15. 
Coal, cokes, etc. 16. Tin and aluminum 
17. Sheet metal 18. Raw wool (woollen 
yarn excluded) 19. Salt (Purchase and 
distribution controlled by Monopoly 
Bureau) 20. Carbon black 21. Industria? 
chemicals 22. Seeds for agricultural use 
23. Dyes 24. Window glass 25. Cement 
26. Needles—machine and hand 27. 
Electrical materials and fixtures 28. 
Trucks—one ton and over 29. Medicines 
(Controlled by Bureau of Pharmaceu- 
tical Affairs) 30. Truck tires. 
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commission, remuneration or  other- 
wise,” and also applies to any society 
(including a cooperative society), club, 
association, firm, Hindu undivided 
family, or company. 

Two types of exemption are provid- 
ed for: (1) A dealer whose total turn- 
over in. any year is less than 6,000 
rupees is not required to pay a sales 
tax; and (2) tax exemption is extend- 
ed to a long list of essential goods, in- 
cluding many locally produced food- 
stuffs, yarn, kerosene, gasoline, electric 
power, hides and skins, cotton, and 
agricultural implements. 

Considerable public opposition to 
the new taxes was voiced on grounds 
that living costs would be increased and 
that sufficient time had not been al- 
lowed for public understanding of the 
measure. The turn-over tax received 
most of the criticism, in view of the 
fact that the other tax provision ap- 
plies largely to luxury items. The Pre- 
sident of the Union of Burma Cham- 
ber of Commerce, speaking for the 
other chambers, contended that the 
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turn-over tax on total sales inevitably 
would be reflected in an increased cost 
of living, would lead to tax evasion. 
accompanied by loss of revenue, and 
would force small marginal shop— 
keepers out of business. He suggested 
that this tax, like the so-called luxury 
tax, be a single-point levy. 

The Government’s objective is un- 
derstood to be exaction of the greatest 
amount of revenue from the widest 
possible base, as well as the forcing 
out of business of unproductive middle- 
men, who, it is contended, constitute a 
heavier burden on the public than the: 
sales tax. Within 24 hours after ef- 
fectuation of the tax, the Government 
invited the views and suggestions of 
the business community concerning 
administration of the new tax measures. 
Chambers of Commerce are under- 
stood to have agreed on a series of 
recommendations including a sugges- 
tion that the multiple tax be replaced 
by a_ single-point tax levied at the 
point of final retail sale and that the 
list of exempted products be expanded. 


Foreign Trade 


Visible exports from Indonesia 
reached a postwar peak during August, 
totalling 759,438 metric tons, valued at 
141,347,000 guilders (US$53,712,000). 
This represented an increase of 32.2 
percent by volume and 50 percent by 
value over the preceding’ month’s ex- 
ports of 574,436 tons valued at 94,218,- 
000 guilders (US$35,803,000), and 
exceeded the previous highest levels 
recorded during the current year in 
June by 15.2 percent by value and 3.5 
percent by volume. 


Exports:—The volume of exports for 
major items during August, with July 
figures in parentheses, was as follows: 
Petroleum products, 579,413 tons 
(427,077); bauxite, 51,131 tons (70,672); 
rubber, 48,056 tons (19,685); copra, 
25,234 tons (30,965); palm oil, 17,336 
tons (2,557); tin in concentrates, 2.717 
tons (2,453); and tea, 2,083 tons (2,405). 

Petroleum continued to be the lead- 
ing export, accounting for 29 percent 
by value of total August exports, fol- 
lowed by rubber with 27.2 percent; 
palm oil, 11.1 percent; tin in concen- 
trates, 10.8 percent; and copra, 7.1 per- 
cent. 


Exports in August 1949 


Value 
Volume (in thou- 

Item (metric sand 
tons) guilders) 
Motalum..c.kees 759,438 141,347 
Petroleum: ~.7)......4 579,413 40,988 
Rubber saci. ae 48,056 38,434 
Palmoil? 2yneesae 17,336 15,621 
Tin in concentrates 2,717 15,224 
Copraleenre tie Pee 25234 10,042 
Mean taste aretha ore 2,083 4,429 
MTODACCO meets tires 663 2,851 
Rattane anche tens 2,395 1,119 
Kapok erase 557 874 
PNT OW ocahcors 80,984 11,765 


of Indonesia 


Total exports from January to August 
1949 amounted to 4,824,726 tons valued 
at 902,956,000 guilders (US$343,123,- 
000), an increase of 49 percent by 
volume and 43.4 percent by value from 
3,327,322 tons valued at 629,601,000 
guilders (US$239,248,000) in the cor- 
responding period of 1948. 


‘Exports from Indonesia to the United 
States during August 1949 amounted to 
67,385 metric tons valued at 27,061,000 
guilders (US$10,283,000), equal to 8.9 
percent by volume and 19.1 percent by 
value of total exports. Shipments to 
the Netherlands of 57,665 metric tons. 
worth 39,377,000 guilders, represented 
the month’s highest export value to any 
one destination, constituting 27.9 per- 
cent of the total. Exports to other 
European countries comprised 11.8 per- 
cent; the Far Eastern area, 26.7 percent; 
and all others, 14.5 percent. 


Tin was the principal commodity 
shipped to the United States, compris- 
ing 46.1 percent by value of exports to 
this country. Other major products 
purchased included rubber (43.8 per- 
cent), black pepper (2.5 percent), and 
bauxite (2.3 percent). The recorded 
volume and value of these major ex- 
ports were as follows: Rubber, 12,845 
metric tons—11,851,000 guilders; tin 
ore, 3,122 metric tons—12,563,000 
guilders; black pepper, 169 metric tons 
—673,000 guilders; and bauxite, 43,048 
metric tons—616,000 guilders. 


Exports to the United States during 
the: period January to August 1949: 
amounted to 540,321 tons valued at 
148,790,000 guilders (US$56,540,000), 
accounting for 11.2 percent by volume 
and 16.4 percent by value of total In- 
donesian exports. The United States 
share represents an increase of 85.2 
percent by volume and 41.6 percent by 
value over the corresponding period of 
1948. 
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Imports:—Imports into Indonesia 
during August: totalled 309,782 tons, 
valued at 156,052,000 guilders (US$59,- 
300,000), representing a decrease of 
18.2 percent by volume and an increase 
of 10.2 percent by value when com- 
pared with July imports of 378,567 tons 
valued at 141,561,000 guilders. The 
decline of 67,6785 tons from the July 
figure was more than accounted for by 
the contraction in imports of petroleum 
products (92,164 tons), rice (7,215 tons), 
and cotton yarn (550 tons), whereas 
increases were registered for wheat 
flour (1,247 tons), engines (1,131 tons), 
structural steel and roofing material 
(1,273 tons), electrical machinery and 
cables (784 tons), passenger cars, 
trucks, busses, and chassis (2,391 tons), 
and various other imports. 

The cumulative total of imports for 
the period January to August 1949 
amounted to 1,738,789 tons valued at 
942,606,000 guilders (US$358,190,000), 
an increase of 63.2 percent by volume 
and of 47.6 percent by value over 
imports of 1,065,692 tons valued at 
638,825,000 guilders during the corres- 
ponding period of 1948. 

Balance of Trade:—The negative 
balance of visible trade during August 
1949 amounted to 14,705,000 guilders 
(US$5,589,000). Foreign trade for the 
period January to August 1949 showed 
an adverse balance of 39,650,000 
guilders (US$15,067,000). 


Exports for first 9 months 1949 

Visible exports from Indonesia dur- 
ing September 1949 amounted to 623,973 
metric: tons, valued at 124,613,000 
guilders (US$47,353,000). This repre- 
sents a decrease of 12 percent by value 
from record August exports of 759,438 
metric tons, valued at 141,347,000 
guilders (US$53,712,000). 

The volume of exports for a few 
major items during September, in tons 
was as follows: Petroleum, 508,177; 
rubber, 41,909; copra, 23,109; sugar, 
12,122; palm oil, 7,758; tin concentrates, 
3,376; and tea, 2,057. 

Petroleum continued to be the lead- 
ing export, accounting for 29.5 percent 
by value to total September exports, 
followed by rubber, 26.7 percent; tin 
concentrates, 10.8 percent; copra, 7.5 
percent; and palm oil, 5.6 percent. De- 
tails are shown in the following table: 


Exports in September 1949 


Weight Value 

Item (metric (000 
tons) guilders) 
ROGAN: Sate c. stoner 623,973 124,613 
PRUDD OT siemens 41,909 33,283 
\ 2) 0) ob i: Ra, eens 23,109 9,370 
Paliny OW we ie mcrcice 7,758 7,018 
SUP AT oe arent nian 12,122 4,798 
LCA sinarnsiae cies 2,057 4,209 
SRODACCOis Fecease a srerr ie 368 1,338 
Rattangaucn sce 2,017 1,034 
Petroleum pyre... 2 508,177 26,766 
Tin concentrates .. 3,376 13,473 
All others. ccs 23,080 13,324 
Exports from -Indonesia to the 
Netherlands during September 1949 
amounted to 48,567 tons valued at 


35,147,000 guilders (US$13,356,000), re- 


Japan’s Economy in 1949 in Retrospect 


A complete exit of inflation and a 
steady permeation of the deflationary 
tendency due to the enforcement of the 
1949-50 austerity budget were the two 
major features of the past year of 1949. 
In fact, however, the inflationary spiral 
in Japan had already hit the ceiling in 
1948. The average consumer goods 
black market price index (Sep- 
tember, 1945=100) of the Bank of 
Japan which stood at 785 in July, 1948 
dropped to 753 in August, thus showing 
signs that the rising trend of prices had 
already reached the limit. The Bank 
of Japan’s producer goods black mar- 
ket price index (August, 1946=100) 
continued to tend upward until April, 


1948 when it stood at 479. Then, in 
May it slipped to 447, the first drop 
since the war’s termination. This ten- 


dency was due to increasing domestic 
production with some items eclipsing 
the combined total demands for domes- 
tic consumption and exports. Accord- 
ing to the Japan Federation of Indus- 
tries stocks in hand of companies be- 
longing to 31 leading industrial or- 
ganizations reached 69,278 million as 
at the end of July, 1948. From the 
autumn of 1948, the tight-money 
situation began to be noticeable. In 
July, 1948, official prices were elevated 
sharply, but the black market price of 
consumer goods at the end of 1948 re- 
gistered 781 from the July peak of 
785. The black market price index of 
producer goods continued to soar, but 
in the weaker tone, its December 
(1948) position standing at 501 as com- 
pared to April’s 479. Because of bulky 
Government payments and year-end 
settlements in December, 1948, the 
amount of currency in _ circulation 
jumped by more than 20 per cent dur- 
ing a short period of two weeks by the 
end of the year. Despite such a last- 


presenting 28.2 percent by value of the 
total. The United States share was 
12,402 tons valued at 18,196,000 guilders 
(US$6,914,000), equal to 14.6 percent. 
Singapore accounted for 26.4 percent of 
the total value; other Far Eastern 
countries, 7.6 percent; other European 
countries, 9.4 percent; and all other 
countries, 13.8 percent. 

Tin was, the principal commodity 
shipped to the United States, compris- 
ing 61.5 percent by value of all exports 
to this country, followed by rubber, 
26.5 percent, and black pepper, 3.5 per- 
cent. ‘The recorded volume and value 
of these major exports to the United 
States were as follows: Rubber, 4,980 
tons (4,824,000 guilders); tin concen- 
trates, 2,804 tons (11,194,000 guilders); 
and pepper, 161 tons (640,000 guilders). 

The cumulative total of all exports 
from January to September in 1949 
amounted to 5,447,824 metric tons valu- 
ed at 1,028,546,000 guilders (US$390,- 
848,000), an increase of 42 percent by 
weight and 36 percent by value over 
exports for January-September 1948, 
amounting to 3,842,338 tons valued at 
754,253,000 guilders (US$286,616,000). 


minute recurrence of inflation, the 
black market price index of consumer 
goods, which reached the postwar peak 
of 842 in April, 1949, continued down- 
ward throughout the rest of the year 
while that of producer goods followed 
suit after hitting the peak of 503 in 
February, 1949. 


_ Drastic anti-inflation measures adopt- 
ed from April, 1949 on the strength of 
such a background forced the black 
market price index of consumer goods 
to tend downward throughout the re- 
maining months of the year until it 
slipped to the April (1948) mark in 
November, 1949. The black market 
price index of producer goods took the 
same course, and dropped to 384.8 in 
October, 1949, thus hitting the Septem- 
ber (1947) level. On the other hand, 
the Tokyo wholesale price index (1934- 
36=100), which stood at 18,786.6 in 
December, 1948, rose to 21,310.2 in 
October, 1949 while the Tokyo retail 
price index (July, 1914=100), hiked 
from 33,512.3 in December, 1948 to 
38,288.2 in October, 1949. Thus the 
rising tempo of official prices, too, were 
comparatively weak during 1949. As 
of consequence, the all-Japan con- 
sumer price index (CPI) was on the 
downgrade after hitting the peak in 
May, 1949. The imminent advance of 
the rice price and transportation and 
electicity charges may stop the declin- 
ing trend of-C.P.J. for some time, but 
chances are that it will again begin to 
drop before long. . 


Bank of Japan Note Issue 
(In million yen) 


1948 1949 
December 13. .2 52a 301,628 301,195 
LS eerie 303,410 301,302 
LORI 48 311,414 308,402 
QE tae 338,051 = 
SOSati. she 368,011 — 
literctre, 355,280 — 
December Low .... 295,167 299,523 


The transition of the Bank of Japan 
note issue indicates the positive per- 
meation of a deflationary tendency. The 
note issue, which hit the all-year peak 
of Y368,011 million on Dec. 30, 1948, 
dived below the #€300,000 million mark 
in mid-May, 1949 and further slipped 
to 285,887 million on July 20. On 
only eight days during the period from 
June 4 to October 23 did the note issue 
rise above the 300,000 million mark. 
Continuing to remain under the 3€300,- 
000 million mark from November 5 to 
25, it failed to make any notable in- 
crease even after the turn of the month 
into December, and came below the 
last year’s mark on December 13. It 
was the first time since February, 1946 
when the emergency monetary myea- 
sure was taken that the note issue 
dropped under the mark of the corres- 
ponding day of the preceding year. 


Bank deposits during 1949 increased 
smoothly, hiking from Y505,349 million 
in December, 1948 to Y711,382 million 
in September, 1949. 
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It is apparently on the strength of 
the trends of these various indices that 
Prime Minister Shigeru Yoshida and 
Finance Minister Hayato Ikeda optimis- 
tically assert that Japanese economy is 
being stabilized. However, the actual 
state of economic activities now in 
Japan does not guarantee unconditional 
optimism. A survey by. the Japan 
Federation of Industries shows that 
stockpiles in hand of manufacturers as 
at the end of September, 1949 regis- 
tered sharp increases from June in the 
same year. On the other hand, Sep- 
tember-end stockpiles of silver, bullion, 
mercury, pig iron, rolled steel, zinc 
sheets, secondary light metal products, 
shoes, soda products, spun silk yarn and 
worsted woollen yarn were noted to 
have decreased as compared to June- 
end stocks. Decreases in stockpiles of 
pig iron and steel materials were due 
to advance purchases in anticipation of 
a 105 per cent hike in the price of pig 
iron for making steel and 36 per cent 
boost in the price of steel bars, effec- 
tive from September, on account of the 
cut in the coal subsidy. Stocks of some 
other items receded simply because 
manufacturers reduced their produc- 
tion in view of mounting stockpiles. 
_ Thus, stockpiles in general have been 
on a steady increase. It is natural that 
increasing stockpiles should force in- 
dustrial companies to curtail personnel 
and economize raw materials under the 
pressure of financial difficulties. As a 
counter-measure, industrial companies 
were compelled to borrow money from 
banks. Hence, loans by banks in Japan 
soared by Y104,200 million during the 
July-September period as compared to 
Y¥50,908 million during the April-June 
period. To further cope with the 
situation, industrial companies are pur- 
posely delaying payments of their bills. 


* * * 


Prospects of the Japanese 
Economy in 1950 


The year 1950 will be a turning 
point for Japan, both economically and 
politically. If it is to be for the better, 
a step towards progress will be made; 
but if for the worse, the barriers may 
prove to be unsurmountable. The 
biggest single reason for the change is 
the expected signing of a peace treaty 
for Japan. Already four years and 
four months have elapsed since the 
surrender; and in this interim the occu- 
pation policy has been modified step by 
step, particularly in~the economic 
phase, to enable Japan to participate 
in international commerce, by private 
trading and the sending abroad of 
commercial representatives, in prac- 
tically the same way in which a free 
nation would operate. But this is but 
a small portion ‘of Japan’s functions ‘as 
a nation; and from the standpoint of 
foreign relations there has been little or 
no change since the occupation started. 
The possible signing of the peace 
before this year is out has revived 
the hope that Japan’s suzerainty, sus- 
pended for nearly four and a half years, 
may be restored. Nothing could be 
more significant. 


‘mic controls. 
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There is no gainsaying that the 
signing of the peace may not be entire- 
ly beneficial. For the results are con- 
comitant with the terms of the treaty 
and hence beyond prediction. In the 
first place, the problem of internal 
troubles must be given consideration. 
There is danger that, as soon as 
political autonomy is handed to Japa- 
nese hands, political disputes, parti- 
cularly between the extremes, will be 
intensified. It may happen that even 
the maintenance of peace and _ order 
will be placed in jeopardy. 

The end of the occupation may mean 
the end of U.S. aid to Japan, which 
after all is inextricably tied up with 
effective government. There are, of 
course, rumours and speculations that 
outright grants in material assistance 
will be replaced by credits, both gov- 
ernment and private, or by a ‘‘Marshall 
Plan for Asia.” Although it is unlike- 
ly that aid will cease abruptly with the 
signing of the peace, it is doubtful that 
the amount will continue to be as much 
as it is today. 

Yet, these possible disadvantages 
will probably be more than offset by 
the favourable factors. First, the end- 
ing of the Occupation will relieve 
Japan of the burden entailed by the 
“war termination” expenses. Even if 
troops continue to be stationed, it is 
unlikely that Japan shall be called 
upon to share in the cost. An even 


greater gain will result from improve- - 


ments in the foreign trade procedure. 
Although a considerable portion of 
both import and export has lately been 
transferred to civilian hands, there are 
still many matters requiring authoriza- 
tion by SCAP. After the treaty, every- 
thing will revert to Japanese handling; 
and not only will the procedure be 
greatly simplified, but trade agreements 
will be concluded directly and indivi- 
dually, making for better understand- 
ing and larger volume of trade. 
Further improvement can be expected 
from access to fresh information re- 
garding economic and commercial con- 
ditions abroad, made possible by un- 
restricted travel of Japanese, both 
official and private. With accurate and 
timely knowledge trade opportunities 
will not be missed. 


The second factor contributing to the 
significance of the year 1950 is the 
growing possibility of stabilizing the 
nation’s economy. If no great error is 
committed ‘by the Government during 
the year, the ingredients are there for 
substantial increase in productivity 
while stabilizing prices. In _ this 
respect, the current year shows more 
promise than any of the four preceding 
years. 

This basic trend became well estab- 
lished during the last half of 1949. 
Normalization of the economy has pro- 
gressed, with the closing of the gap 
between official and black market 
prices and the lifting of many econo- 
Black market quota- 
tions, in both producer and consumer 
goods, have tended downwards since 
around mid-1949. Of course, com- 
plete stability cannot be said to have 
been attained until some official price 
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ceilings are raised to reasonable levels; 
and some signs have appeared indicat- 
ing that industrial production is not. 
completely satisfactory. The peak in 
mining and manufacturing output was 
reached in March and April, 1949, and 
the production curve appears since to 
have levelled off. However a down- 
ward tendency has not yet set in and 
figures for mining and manufacturing 
show that output in September, 1949 
was 30 per cent higher than during the 
same month in 1948. 

The trend outlined above will doubt- 
less continue on through 1950. The 
Economic Stabilization Board predicts 
19 per cent increases in production and 
national income over the levels attains 
ed in fiscal 1949, ending March 31, 
1950. It can be believed that produc- 
tion may be boosted to this extent 
without affecting the stability of prices. 

Thus, the year 1950 promises to be 
the brightest one yet for Japan since 
surrender. There is, however, a con- 
dition attached to this forecast: there 
must be no mistake either in the Gov- 
ernment’s policies or in the thinking 
upon which these policies are based. 

The so-called Dodge Line contains 
two serious defects. Although it is not 
known whether these defects originated 
in Mr. Dodge’s prescription itself or in 
the manner in which the remedy is 
being applied, it is manifest that Japan’s 
economic circles will suffer. 

The first of the two defects is the 
near sighted view that economic 
stability can be attained simply by 
checking inflation through measures to 
stabilize or lower prices. True stabili- 
zation of the economy, besides calling’ 
for the curbing of inflation, requires at 
the same time the greatest possible: 
increase in production, the prevention 
of unemployment and improvement of 
the standard of living. Currently, 
little or no regard is given to these: 
points. The result is a deflationary de- 
pression caused by over-emphasis on 
the checking of inflation and excessive 
absorption of purchasing power. The 
sharp rise in inventories and uncollect- 
ed bills is indicative of the seriousness 
of the situation. Unless the near- 
sighted stabilization policy is remedied, 
the expectations held for 1950 may fail 
to materialize. Increase in trade 
volume offers some hope, but this alone 
will not suffice to mitigate the depres- 
sion. 

When inflation must be quickly end- 
ed, some excesses cannot be avoided. 
Were the economy in a relatively 
normal condition there would be little 
need for worry. However, in the case 
of Japan today, distress cannot be but 
intense because production, as com- 
pared to prewar, is still exceedingly 
low and unemployment, both actual 
and latent, is serious. 

The other defect is the failure to see 
that Japan’s economy has lost heavily 
in flexibility. This fact is highlighted 
by the enormous difficulties encounter- 
ed when wage reductions are attempt- 
ed. This applies throughout the world 
but in Japan, where previous to the 
surrender the bargaining power of 
labour was relatively weak, the handi- 
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caps are greater. Therefore, little or 
no leeway exists for tiding over the 
depression by slashing wages to reduce 
costs. Consequently, should the disin- 
flation policy be continued, there will 
be an inevitable increase in plant 
‘closures and layoffs. 

Japan’s farm areas have not only 
lost the power to absorb laid off 
workers, but are actually seeking out- 
lets for surplus manpower. Small 
scale industries and businesses are in a 
critical state and cannot be expected 
to provide jobs for the unemployed. 
Therefore, any further increase in un- 
employment caused by dismissals from 
mining and manufacturing enterprises 
may give rise to serious social pro-~ 
blems, to combat which the Govern- 
ment will be forced to make heavy 
expenditures for relief. The appro- 
priation for this purpose in the Budget 
for fiscal 1950-51 will not be enough 
to meet the requirements. 

In the final analysis, the difficulty lies 
not in the economic situation itself, but 
in the thinking and in the policies 


pursued by the authorities. Today, 
with conditions differing immensely 
from those of the immediate  post- 


‘surrender days, there are in all fields 
of industry considerable surpluses of 
utilizable plant should the Government 
so desire. Funds too are available. 
In fiscal 1950-51 the Government ex- 
pects to write off Y.120,000 million of 
its borrowings by appropriating Y.70,- 
000 million in the Budget General 
Account and Y.50,000 million from the 
United States Aid Counterpart Fund. 
In so far as the redemption is to be 
effected by revenues accruing from 
taxes and sale of Aid-to-Japan com- 
modities, it means just that much re- 
duction of currency or purchasing 
power which, even if applied directly 
to promotion of production, would in 
no way give rise to inflation. The 
ways and means, therefore, for bring- 
ing about true economic stability are 
in the hands of the Government and 
the National Diet. 


Expected Changes in 
Japanese Political & 
Economic Life in 1950 


The year 1950 is generally expect- 
ed to bring the long awaited Japanese 
peace conference, and it may also see 
drastic changes in Japanese politics 
and economics. 

An estimated 6,000 senior officials in 
both the central and local governments, 
ranging from section chiefs to vice- 
ministers, took examinations on 15 
January, quite an unprecedented event 
in the bureaucratic history of Japan. 
Those who flunk in the examinations 
will be demoted. Under Oriental con- 
-cepts, such officials would rather quit 
than “lose face.” Three top flight of- 
ficials, including two _ vice-ministers, 
refused to apply for the examinations 
and resigned instead. General resis- 
tance by officials to this system has 
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been violent, but proved futile against 
the firm stand taken by SCAP policy- 
makers. 

Another shakeup will take place in 
the economic field. Many business 
enterprises are likely to be eliminated 
during the coming three months or so, 
when the severest money stringency 
and financial panic is bound to sweep 
through Japan’s economy. The current 
SCAP-sponsored business  rationali- 
zation will be pushed through without 
a letup, and the harsh law of survival 
of the fittest will rule the already 
hard-hit business world of Japan. 


In its significance, the examination 
of Japanese officials cannot be over- 
estimated, despite all efforts by official 
circles to discredit or even ridicule it. 
It should be recalled that Japan’s of- 
ficialdom so far has been the least af- 


fected by any of the SCAP-sponsored 


reforms carried out to date. The purge 
eliminated the military, political, Zai- 
batsu and other leaders who planned 
and led Japan’s war. But little or 
nothing has been done about the key 
officials in the posts of bureau and 
section chiefs—those who were truly 
responsible for controlling and steer- 
ing Japan through the long war years. 
As a result, these key officials quietly 
aggrandized their influence and power 
in postwar Japan. It is no exaggera- 
tion to state that Japan’s bureaucracy 
today is stronger than ever before. 


In Japan’s current political and 
economic setup a formidable and al- 
most alarming measure of power is 
now held tight in the hands of the of- 
ficials. In, politics, the Democratic- 
Liberal Party is holding the absolute 
majority in the Diet. But there is 
widespread criticism of the quality of 
its leaders and sub-leaders. People 
call the present administration the 
“One man regime of Yoshida,” which 
may be taken as just another way of 
describing the incompetence of the 
postwar politicians now surrounding 
that pre-war diplomat. Another con- 
servative group, the Democratic Party, 
is split up, with one half of it now in 
the process of being absorbed by the 
Democratic-Liberals. The Social-De- 
mocrats, whose influence was inflated 
soon after the war, have shed most of 
their gains, and their existence in the 
Diet is now all but ignored. The ag- 
gressive Communists, who also ex- 
expanded their power by capitalizing 
on the people’s anti-occupation senti- 
ment early during 1949, committed « 
series of blunders and visibly lost the 
support of the peoples. 

Against this background of incom- 
petent or fool-hardy politicians, ad- 
ministrative officials have _ steadily 
gained in strength and increased their 
voice. 

Few of the postwar politicians have 
legal or technical knowledge compar- 
able with that of officials. This is also 
indicated by the fact that key posts 
of the Democratic-Liberal Party or- 
gans are now filled by ex-officials. The 
thesis is difficult to refute that all 
postwar cabinets have been mere pup- 
pets or tools while it was the adminis- 
trative officials who really manipulat- 
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ed ministers and steered politics. This 
accounts for an alarming consolidation 
of power in the hands of bureaucratic 
cliques which had developed when 
Japan embarked on the invasion of the 
Asiatic mainland and when Japan’s 
domestic economy was regimented un- 
der official control. 

Seen from this angle, the examina- 
tion of officials may be interpreted as 
the first postwar attempt to break up 
the cliques in the officialdom, which 
are in fact hamstringing any true re- 
forms and improvements in Japan’s 
postwar economics and politics. 


The purge of economic leaders has 
resulted in a temporary vacuum after 
the war. The so-called “salaried class” 
executives who have been shoved up 
quickly to fill the vacuum, were at a 
loss how to deal with the difficult post- 
war phase of economics and finances. 
They were soon followed by emerging 
postwar upstarts. whose accumulation 
of wealth durinz a brief post-surren- 
der period was mostly due to black- 
marketeering and tax evasion. At one 
time they appeared to gain so much 
power that they seemed ready to fill 
up the vacuum and assume the posi- 
tion vacated by the Zaibatsu. These 
postwar nouveaux-riches are now on 
the way out. The stern rationalization 
and tax collection has caught up with 
them fast during last year. It is ex- 
pected that the current money strin- 
gency and the further rationalization 
to come in the next three or four 
months will administer the coup de 
grace to all these postwar robber barons. 
Only after the elimination of these 
blackmarketeers .and systematic tax 
evaders will honest business have a 
chance to thrive again. 


The general situation this year, how- 
ever, will be made complex because 
of several other factors due to arise. 
Neutralization of the bureaucracy and 
of the domination by its cliques na- 
turally will be followed by an ad- 
vance of the political parties. But it is 
hard to expect a quick recovery of 
prestige by the political parties, in 
view of the poor quality of their 
leaders, whose persistent display of 
ignorance, illiteracy, and bad manners 
in the Diet has caused disgust during 
the past year. Meanwhile the potential 
strength of labor leaders, right or left, 
cannot be underestimated. Their voice 
will yet assume considerable influence 
on the people, especially if the current 
administration continues to act clumsi- 
ly in regard to its labor policy. The 
Communists are now tending to go un- 
derground. This remarkable change of 
policy will soon be reflected in the 
movements of Labor. 

In the business field, many enter- 
prises will be put out of action dur- 
ing the anticipated financial panic. 
Even if they may pull through, a large 
scale reshuffle of executives is expect- 
ed. Even in well established, large 
concerns, many executives will have 
to resign especially when such con- 
cerns have trouble with tax problems. 
Many more cases of tax evasions are 
likely to be uncovered in larger com- 
panies. On the other hand, the police 
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authorities will renew their efforts to 
track down “loan sharks,” who have 
amassed huge fortunes in a brief period 
charging up to 30 per cent interest per 
month. 

Prospects are not bright for the 
farming populace. For a short postwar 
period, many farmers had a good time, 
favoured by the dire food shortage 
throughout the country. But with the 
food economy now stabilized, they will 
no longer be able to make lucrative 
profits by blackmarketing their crops. 
The time for honest people to thrive is 


coming back. 

Relations between the political, 
economic, and official administrative 
spheres will become considerably dif- 
ferent from heretofore. Thus far, the 
political parties have been largely 
financed by blackmarketeers and 
others. Now that these are doomed, 
politicians will have to seek more de- 
cent businessmen for their support. On 
the other hand, administrative officials 
will no longer be in a position to dictate 
to politicians and businessmen. That 
will mark a= spectacular metamor- 
phosis of Japan’s national life during 
this year of 1950. 


* * * 


Outlook for Peace 
Treaty with Japan 


The outstanding event for Japan in 
this year 1950 may be the long-await- 
ed peace treaty, marking the formal 
end of World War II. That the Japa- 
nese should evince the keenest interest 
in this matter is quite natural, because 
the signing of a treaty will terminate 
the military occupation and reinstate 
Japan as an independent nation. How- 
ever, peace today has become an ex- 
tremely complicated matter. No 
jonger can the representatives of the 
victor and defeated nations simply sit 
down to deliberate and agree on the 
terms. Japan surrendered by accept- 
ing the terms of the Potsdam Declara- 
tion, but this was tantamount to an 
unconditional surrender. Since Japan 
is under occupation by the Allied 
Forces, it shall not have the right to re- 
ject the terms offered. The matter is 
further complicated by the fact that 
the Allied Powers are split into two 
camps, with the antagonism growing 
steadily worse. Complete awareness of 
this situation, resulting from factors 
‘entirely beyond Japan’s control, is 
necessary before any thought can be 
given to the question of peace. 

A complete peace with ali former 
enemies would be ideal; and since there 
could be no possible objection to the 
desire for such a settlement, the United 
States probably will make every effort 
to include the Soviet Union among the 
signatories of the proposed pact. How- 
ever, in the event that the present dif- 
ferences between the two great Powers 
remain unsettled, it is likely that the 
peace taliks will be held without Soviet 
participation. A “separate” peace will 
have to be accepted as the second best 
course for the choice does not lie be- 
tween “complete” and “separate” 
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peace, but between continued occupa- 
tion and recognition as a member of 
the family of nations. A treaty with 
one of the two worlds will at least 
result in recognition of Japan as an in- 
dependent government, which will 
bring with it many advantages in in- 
ternal administration, in international 
relations, and in foreign trade. In 
internal government the need for 
obtaining Occupation Forces approval 
will disappear. The: sending of diplo- 
matic and trade: representatives to 
treaty nations, so difficult at present, 
should become easy. The only dis- 
advantage wuuld be the complications 
arising in relations with the non-treaty 
bloc. The Social Democratic Party in 
its published opinion regarding the 
forthcoming peace treaty states: 
“. . . . In the event of a separate 
peace, the crucial issue will be the 
form in which security will be assured 
for Japan, since this may give rise to 
suspicion in connection with her neu- 
trality on the part of the non-partici- 
pant nations.” Although full partici- 
pation is desirable, a separate peace at 
an early date will be far better than 
the present situation. 

The next question is that Of the 
choice between perpetual neutrality 
and collective security. There appears 
to be a considerable body of the public 
desiring perpetual neutrality. This 
view however is outmoded because the 
neutrality which formerly could in 
some cases be maintained resulted from 
the balance of power among the major 
contenders, as in Europe in the 19th 
century. Minor countries could, under 
such conditions, obtain security by 
prevailing upon the major powers to 
agree among themselves to respect neu- 
trality. The 20th century has seen a 
complete upset of the balance among 
the larger nations. It has become ex- 
tremely difficult, to maintain neutrality 
in the event of hostilities. No matter 
how fervent the desire for neutrality 
on the part of the citizenry, nothing 
can be depended upon unless there is 
due agreement among the major 
powers. In other words, the point has 
been reached where individual nations 
ean no longer arrange for their own 
security. The postwar world has 
adopted the collective security assured 


by the United Nations. However, 
the split into two worlds is en- 
dangering this security. Agreement 


between the United States and the 
Soviet Union cannot be reached in the 
UN Security Council where veto by the 
big powers is recognized. 

Perpetual neutrality is already out of 
date. It will be next to impossible to 
bring about such an arrangement at the 
present time. Japan, on the basis of 
her new constitution, has renounced 
war and all armaments. Therefore 
special consideration must be given to 
the methods by which UN colléctive 
security functions. The renouncing of 
war and armaments places the respon- 
sibility for Japan’s security on the 
Allied Powers. Consequently, even if 
an open breach results among the 
United Nations, it appears logical to 
expect the nations signing the peace for 
Japan to undertake her defense. 
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Outlook for Trade between 
China & Japan 


In prewar days, roughly a quarter of 
Japan’s foreign trade was carried out 
with China. The figures for 1937 were: 
export, 25.2 per cent of the -total 
volume, with 5.1 per cent going to 
Manchuria, 9.5 per cent to Kwantung 
Peninsula, 6.3 per cent to Formosa, 
and 4.3 per cent to China Proper; and 
import, 17.8 per cent of the total, with 
5.2 per cent coming from Manchuria, 
1.2 per cent from Kwantung Peninsula, 
8.4 per cent from Formosa, and 3.0 per 
cent from China Proper. There was, 
however, a big drop after the war; and 
in 1948 only 1.5 per cent of exports and 
3.5 per cent of imports represented 
Japan’s trade with China. 

The principal reason for this postwar 
decline of China trade is the fact that 
business could be carried out only with 
the greatly diminished Nationalist 
area, not to mention Japan’s loss of 
Manchuria, Kwantung Peninsula and 
Formosa. Whereas in prewar days the 
principal export items were textile 
products, machinery, steel products 
and paper, the make-up of present day 
export to China is led by rayon goods, 
machinery, metals and metal products, 
and chemicals. 


1. Exports to China 
(In U.S. dollars) 


% 

Rayon Yarn & Fabrics 1,652,000 0.35 
Machinery & Tools 437,000 013 
Metals & Metal Pro- : 
GUGtS 9 ee Fee roe 412,000 0.12 
Chemicals ee. acteenttre 33,000 0.05 
Chinaware esc cect 23,000 - 0.05 
Others Peas. wes cee 2,611,000 0.8 
Total aeee es ae 4,611,000 1.5 


The postwar growth of Communist 
China and its recent stabilization are 
marking a turning point in Japan’s 
trade relations with the Asiatic main- 
land. Communist China’s policy in 
regard to foreign trade will be the 
crucial issue. This policy, basically, is 
that of industrialization as a pre- 
requisite of ultimate socialization of the 
nation. However, in so far as modern 
industrial activity takes up less than 
one tenth of China’s economy, the 
Communist regime is planning to ex- 
pend from ten to fifteen years in order 
to attain full economic self-sufficiency. 
It follows that for this program con- 
siderable importation of materials is 
necessary; and in order to pay for these 
imported goods export will have to be 
promoted. 

Heretofore, China has been an im- 
porting nation, covering her unfavour- 
able trade balance mainly by foreign 
credits which often led to the granting 
of special privileges to the lenders. The 
Communist regime, being strongly op- 
posed to such favouring of foreign 
nations, will endeavour to balance the 
trade account by boosting exports. 
Consequently, foreign trade will be 
placed under strict controls, with im- 
ports confined to only essential items, 
and with exports limited to surplus 
goods only. Everything will be done 
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on the permit system as has already 
been seen in the areas under Com- 
munist control. Therefore, apart from 
ideological differences, trade with China 
will be subject to severe restrictions. 

To date, trade with North China has 
been carried on through Hongkong, 
using South or North Korea as relay 
points. Up to about March, 1948, 
South Korea was used, while North 
Korea was the channel up to about 
January, last. Since that time trade 
has become direct with Hongkong. 
These changes were brought about by 
the expansion of the Communist 
dominated area. 

The above route has been utilized in 
trade between Communist China and 
Japan; and although it is not clear just 
how much of the trade volume is with 
the Communist area, it is certain that 
goods are moving both ways. For 
instance, on June 8, last 10,000 tons of 
peanuts from North China were 
brought into Japan by a Hongkong 
trader. Electric wire and other items 
have been bought by Hongkong-based 
traders and shipped direct to North 
China ports. Settlements are effected 
either by barter or by open account. 
Triangular trade is also prevalent: 
marine products are shipped to South 
East Asia areas through Hongkong, 
these areas supply Communist China 
with rubber and other items, while 
soybeans and other farm produce are 
shipped to Japan from North China. 

Today, China is firmly in the hands 
of the Communists. Her economy will 
be run according to rigid plans and 
controls, and doubtless a program for 
overseas trade will go into effect. In 
this way, Sino-Japanese trade will take 
on a definite pattern. Currently export 
restrictions or bans are on munitions, 
arms, materials for explosives, indus- 
trial chemicals, medical appliances, 
printing supplies, castor seeds and oil, 
hides and leathers, fats and lumber, 
etc. in the Shantung area; while North 
China may not ship out grains, fats 
and oils, raw cotton, gold and silver 
metals and their products. Eastern 
China is prohibited from exporting rice, 
wheat, gold and silver, gold and silver 
products, and chicken feathers. 

Therefore, among the items that may 
be exported, the most promising as 
imports to Japan are soybeans, soy- 
bean cake, salt, iron ore, coal, and 
Formosan sugar. Of these items, the 
more important will be sumarized be- 
low. 
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A total of 600,000 metric tons of iron 
ore may be imported and the export- 
able iron ore should come out of the 
annual 700,000 metric tons mined at 
Tayeh, the 600,000 metric tons from 
Nanshan, and the greatly reduced out- 
put of 600,000 metric tons from Hainan 
Island. Therefore, although prewar 
import of iron ore averaged, during 
1930-39, some 1,940,000 metric tons, 
with a peak of 5,670,000 metric tons in 
1941, the present supply is not sufficient 
to warrant too much hope. 


As for coal, it is reported that the 
Communists have authorized removal 
of 3 million tons of Kailan coal over 
a period of six months. Insofar as 
postwar production of North China 
coal had revived to 18,000 metric tons 
per month even under the Nationalists, 
annual shipment of about 700,000 tons 


_to Japan appears possible, considering 


the prewar record. During the period 
1930-34, Japan imported yearly an 
average of 3,750,000 metric tons. The 
coal imports for last year totalled 
910,000 mainly from America. If coal 
can be brought in from Communist 
China, great savings would be possible 
in shipping costs. 


It appears that export of soybeans 
to the Soviet Union has shown a not- 
able increase since the war. Therefore, 
availability is lower than _ before, 
nevertheless importation of some 
1,500,000 tons should be possible from 
Manchuria and North China combined. 


Prewar imports of salt from China 
and Formosa averaged 940,000 tons 
yearly. Production has dropped be- 
cause of the civil war, and, since even 
if recovery is effected salt will be an 
important item for the Communist 
program of industrialization, the ex- 
portable amount is estimated at about 
500,000 tons. 


The amounts of the above items 
available for export to Japan will de- 
cide the volume of trade. What Com- 
munist China requires from Japan are: 
railroad equipment, machine tools, 
industrial machinery, medical equip- 
ment and supplies, internal combustion 
engines, electrical equipment, com- 
munications equipment, chemicals, etc. 
However, among these items are con- 
traband, such as communications equip- 
ment, electric wires and _ vehicles. 
Further export limitations must be 
expected, 
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Depite the strong inter-dependence: 
of China and Japan, trade between the: 
two nations has not yet been officially 
revived. It is no exaggeration to say 
that the future of Japan’s foreign trade- 
hinges upon the growth of trade with 
New China. In prewar days a sizeable. 
portion of Japan’s output of machinery, 
tools and manufactured goods was. 
shipped out to China, Manchuria,. 
Kwantung Peninsula and Formosa. 
However, postwar export of these items. 
has become practically negligible. In-- 
sofar as the wartime cessation of sup-- 
ply has created a huge potential 
demand, and because the people are. 
well accustomed to the use of Japanese- 
goods and equipment, China definitely 
is the best possible market that could 
be desired. If exports to China are 
permitted, Japan’s industrial recovery 
will be very much accelerated. 


In prewar days 40 per cent of the: 
bicycles produced in Japan were ship- 
ped to China. With rolling stock and. 
vehicles, the amount was 36 per cent;, 
with paper, 30 per cent; with optical 
instruments, 25 per cent; and 24 per: 
cent in the case of: porcelain, insula- 
tors, etc. 


If economic conditions in China had. 
continued normal after the war, the: 
volume of exports should have appro- 
ximated the prewar level. However, 
postwar Japan has been forced by 
circumstances to procure industrial raw 
materials and supplies from places other: 
than China, and has thus had to pay 
much higher expenses for shipping and 
other matters. For instance, if the 
coking coal bought in the United States 
could be replaced by North China coal, 
great savings would be effected. The 
same applies to iron ore, manganese, 
magnesite, salt and other items. Import. 
of raw materials from China is essen- 
tial for rationalization of industry and 
promotion of export. 


The recent developments have led to. 
the stabilization of conditions in China. 
Therefore, although contraband goods: 
will continue to be specified, it should 
be possible to arrange for barter or: 
triangular trade of ‘other items for 
mutual benefit. Even though ideolo- 
gical differences may impose certain 
difficulties, the dawn of a new era in 
Peeaneas St ay trade appears to be at 

and. 


